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The story of National Steel in 1949 


A report to the public and to the customers, 
employees, and stockholders of one 
of America’s leading producers of steel 


We GREW in ’49. Though demand for steel—and our 
production, shipments and total sales—fell slightly 
behind the all-time high of the previous year, National 
Steel took great forward strides in 1949. New facilities 
were completed—to make possible even greater steel 
production. New employee-benefit programs were 
added. Greater protection for future steel production 
was procured—through realistic financial provision for 
the replacement of facilities as required in years to come. 


Our Customers are assured of even better service than 
in the past. The production capacity of National Steel 
was increased by 300,000 tons in ’49. The building of a 
new open hearth furnace and the rebuilding of two 
others gave National Steel the world’s three largest 
furnaces—helped lift the total ingot capacity of our 
plants to 4,500,000 tons per year. 


Our Employees benefited in ’49, even though short 
work-weeks at the coal mines and strikes in coal and 
steel interfered with a normal year’s operation. Total 
payrolls for the year were $107,843,848. An expanded 
program of pensions and group insurance increases the 
financial security of employees and their families. 
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HIGHLIGHTS OF 1949 


Our Stockholders shared in the good earnings of 1949 1949 1948 
through dividends and through the protection given a sales.............. gerne ee 
* . . et Carnings........ ’ ’ ’ ’ 

their imvestment by further strengthening of our com- Set earsinas certhare.. $8662 $16.35 
pany’s financial and competitive position. Net earnings Materials, services 
for the year were $16.02 per share, of which $5.50 per and other expenses... 213,795,520 230,101,169 
sai.3 ae Depreciation and 

share was paid in dividends and the balance was ) alae 25,021,857 21,506,270 
retained in the business. Net earnings were after all Total payrolls......... 107,843,848 110,709,056 
usual charges, and provisions for special contingencies Total dividends paid... 13,481,585 11,154,085 
and accelerated depreciation—related to cost of replac- 

P ~~ *OUAN TARCS’. oc... nin 43,571,827 39,148,113 


ing facilities at today’s high costs. 


National Steel recognizes that its primary obligation to 
the public is to do its share toward supplying the 
country’s maximum requirement for steel at all times 
—and with high quality products that are fair in price. 
The results of 1949 have increased our ability to meet 
that obligation. 


total amount paid 





National’s tax bill shows clearly the large amount 
of business income that is now diverted to 
the tax collector. In 1949, the tax bill was more 
than three times as large as the amount paid 
in dividends to stockholders, and 41.5% of the 


to employees—an aver- 


age of $1,554 for each of 28,043 employees. 








NATIONAL STEEL CORPORATION 


Owning and Operating 
WEIRTON STEEL COMPANY e GREAT LAKES STEEL CORPORATION 
THE HANNA FURNACE CORPORATION e HANNA IRON ORE COMPANY 
NATIONAL STEEL}PRODUCTS CO. © NATIONAL MINES CORPORATION 
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UNITED STATES LINES 






COMPANY 
= Common 
\ \ F \ Stock 
\——— __ DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
June 9, 1950 to holders of Common 
Stock of record May 26, 1950 who 
on that date hold regularly issued Com- 
mon Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 
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Nearly Two-thirds of A. 1. & T. Debentures 





of 1959 Converted into Stock 








SIGNING STOCK CERTIFICATES TWENTY AT ONE TIME — 
Conversion of the A. T. & T. Debentures called for the issuing 
of 152,000 new stock certificates in seven months. This meant 
fast work to avoid delays. G. J. Weigand, A. T. & T. Transfer 
Clerk, is shown here signing twenty certificates at one time. 


BELL TELEPHONE SYSTEM 


_ September 1, 1949 (when the 
conversion privilege became effective) nearly 
two-thirds of the American Telephone and 
Telegraph Company’s 314% Debentures of 
1959 have been converted into A. T. & T. stock. 
Conversions are continuing at a high rate. 


The 314% Debentures are converti- 
ble into stock at $130 a share, payable by sur- 
render of one $100 debenture and $30 in cash 
for each share issued. This $130 price will 
continue until June 20, 1951, when it will in- 
crease to $140 per share. 


The high rate of conversion is favor- 
able to the Company and to the stockholders 
since it reduces the amount of debt and in- 
creases equity capital by a larger amount 
due to the cash premiums received. 


Most of the new capital required by 
the Bell System should come from the issue of 
stock, through conversion of convertible 
debentures or otherwise. 


It is encouraging, therefore, to find 
increasing public understanding of the need 
for telephone rates and earnings that are 
sufficient to attract new investment in the 
Company’s capital stock as well as to protect 
the existing investment. 
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The Trend of Events 


THE OLD PATTERN .. . Indefinite cancellation of the 
nationwide telephone strike and the two-week post- 
ponement of the strike against four of the nation’s 
key railroads was welcome news but one must not for- 
get that the threat of these strikes has not been re- 
moved but merely postponed. If one adds to this the 
fact that the Chrysler strike has been going on for 
over three months, that the labor situation at General 
Motors may soon explode into another serious con- 
test, and that even the steel industry may again be 
faced with labor trouble this fall, one finds little cause 
for complacency over the labor outlook. It becomes 
obvious that organized labor is fully aware that the 
administration needs its political support this year, 
and is determined to make the most of it. 

The present trend is dangerous enough. Despite 
constant lip-service paid to genuine collective bar- 
gaining by union and Administration spokesmen, 
there is far too great a willingness on their part to 
ignore established bargaining procedures and to rely 
on political pressure through so-called fact finding or 
arbitration methods. Thus in the telephone case, the 
union pressed for arbitration long before collective 
bargaining had been given a fair trial. In the railroad 


pressure on railway managements to buy off the strike 
by yielding to the union’s demands which are widely 
recognized as being without merit and merely a 
blatant attempt at further feather-bedding. Far bet- 
ter would it be for the Administration to make it plain 
that it has no intention to make the Railway Labor 
Act a feeble joke by promoting, encouraging or ap- 
proving any settlement contrary to the earlier recom- 
mendations of its own fact-finding boards. 

Similarly, the Bell System has made out a strong 
prima facie case which on basis of fairness and logic 
is difficult to upset, hence the union’s resort to Gov- 
ernment arbitration. Certainly the public would wel- 
come any additional light that such procedure can 
shed on the merits of the controversy. But it can also 
be said that public confidence in fact-finding boards 
has been distinctly impaired since the recent Steel 
3oard went out of its way to foist costly private pen- 
sion plans on American industry. While the public 
wants facts, it doesn’t want “patterns.” Yet the pat- 
tern is always the same—and far from a pleasant one. 

From an economic standpoint, even the threat of 
strikes is highly unsettling, for it causes artificial 
boosts in demand and pressure for speeded-up ship- 





case, the locomotive firemen 
simply brushed aside the Rail- 


ments. As we know, the erratic 
swings in industrial activity 








way Labor Act, obviously bet- 
ting on Administration will- 
ingness to do everything do aid 
their cause. In the light of this, 
their readiness to agree to a 
last-minute postponement as- 
sumes a somewhat different 
color. 

Certainly the Government’s 
mediators should exert no 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








since last summer were largely 
due to strike factors and there 
is no way of telling to what ex- 
tent current high level activity 
reflects pre- and post-strike 
influences. 

But quite apart from that, 
we have learned that the terms 
of strike settlements more 
often than not may be worse 
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for the country as a whole than temporary disruption 
of business. We have learned the hard way that strike 
settlements which involve increased operating costs 
have a way of pyramiding and increasing costs in a 
much wider area than that of the particular company 
or industry directly involved. While that goes on, 
there can be no real adjustment of the economy, badly 
needed as it is, but merely continued maladjustment, 
upsets and uncertainty. In the end, no one will profit 
from that. 


LOOKING AT STEEL... A great deal of political elo- 
quence has been pouring out of Washington in recent 
years in respect to corporate bigness and monopolis- 
tic tendencies. It is perhaps no coincidence that the 
process is resumed at this time; after all, it’s an elec- 
tion year and hitting at bigness in business can always 
be counted upon to strike a responsive chord among 
certain voter groups. Besides, bigness in business has 
long been a favorite whippingboy of certain planners 
with leftist tendencies. 

Point of interest at present is the investigation of 
the steel industry conducted by the House Judiciary 
Sub-committee on the Study of Monopoly Power. The 
aim is to substantiate, if possible, the oft-proclaimed 
thesis that companies should be broken into bits and 
parts if they have grown in size and power to a point 
where they substantially lessen competition within 
an industry or tend to create a monopoly. 

But to prove that they have arrived at such a point 
in the steel industry is hardly an easy thing. For the 
steel companies, like most others, have grown with a 
national economy that has expanded threefold on a 
dollar basis. Yet the largest units have actually 
slipped backward in relative importance within the 
industry. To the problems posed by this phase must 
be added many others, such as the need for finding 
and utilizing new ore supplies which only large aggre- 
gates can handle properly. This is a most important 
point on which one can agree with President Fairless 
of United States Steel Corporation that it is fortunate 
for the country and for the many smaller steel com- 
panies that there are larger concerns in the steel in- 
dustry which are willing and capable of taking the 
necessary steps to assure an adequate iron ore supply 
for this country. For assuring such a supply is a big 
production and cost problem, far beyond the ability 
of smaller companies to handle. 

As to the allegation of monopoly, it is interesting 
to note that the percentage of steel capacity repre- 
sented by the three largest steel companies declined 
from 58% in 1939 to 56.3% in 1949. The largest pro- 
ducer, U. S. Steel Corporation, now produces about 
one-third of the country’s steel output, as against two- 
thirds when the company was established back in 
1901. In the past eighteen years, the corporation’s 
competitors have grown 23 times as fast as the cor- 
poration itself. 

The examining committee is laying great stress on 
what it calls the uniformity of price increases under 
the leadership of the largest producer, but both the 
uniformity and the leadership have been exaggerated. 
Even if complete price uniformity existed, it would 
be no proof of lack of competition. When one com- 
pany in a competitive industry establishes a price for 
a product, its competitors must, generally speaking, 
meet that price. When price changes occur, they tend 


to be general for the simple reason that competition 
must be met, or because cost factors affect all com- 
petitors in a similar way. This is so in virtually every 
industry ; it is difficult to see why it should not be so 
in the steel industry. 

No true believer in free enterprise can quarrel with 
an honest and intelligently directed effort to preserve 
competition, for competition is indispensable to free 
enterprise. The antitrust laws are based on that pre- 
mise and they should be enforced. If they are not 
strong enough, they should be strengthened. But an 
impartial inquiry is one thing, and a witch hunt an- 
other, just as proof of allegations is one thing, and 
mere assumption—the main basis of the committee’s 
contentions—another. 

By and large, representatives of the steel industry 
have presented an exceptionally strong case at recent 
hearings. It remains up to the committee to dig up 
real proof of their contention that competition in the 
steel industry is inadequate. Barring such proof, they 
will convince no one. 


WHAT NEXT?... There are many signs of widespread 
agreement, even in Washington, that the problem of 
Europe’s trade balance and consequently of its sol- 
vency will not be solved by the Marshall Plan alone 
but will require the joint efforts of the United States 
and Europe long after that plan ends. Add to this 
the requirements of the Atlantic Pact defense plan, 
acknowledged to be beyond the resources of our West- 
ern European partners, and it becomes plain that the 
ultimate answer to this problem will be chiefly written 
with dollar bills. 

It would go too far to say that the Marshall Plan 
has solved nothing. It has, in fact, contributed enor- 
mously to European recovery and will continue so 
during its remaining life. But it has not solved the 
basic problem which it was hoped it could cure. 

The European Recovery Program, as well as other 
types of foreign assistance extended in recent years 
by the United States, took the specific form of financ- 
ing directly the dollar deficit of the recipient coun- 
tries. But while some progress has been made in this 
direction, dollar deficits persist, and will continue to 
persist, due to a variety of causes—with the intensity 
and ramifications of the East-West struggle probably 
taking a leading place. 


The hope for an expanded and stable world trade 
lies in the re-establishment of a system under which 
the industrial countries of Western Europe and the 
primary producing areas of the rest of the world may 
cooperate, not through bilateral arrangements since 
these will never balance trade, but on freer and more 
competitive bases in exchanging their products and 
developing their resources. 

This country has brought great sacrifices to help 
achieve that end, though European cooperation was 
not always what it might have been. Fundamentally, 
however, re-establishment of sound and traditional 
trade relations has run up against the road block 
erected by the “two-worlds” concept forced upon the 
globe by Russian actions and intransigeance. The 
prospect is that this concept will necessitate further 
and far-reaching realignments of world trade rela- 
tions. If so, balance of payment problems will stay 
with us for a long time. 
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As 9 See Gt! 


BY CHARLES BENEDICT 


WITH RUSSIA OUT OF THE U.N. 


F tning pleased me more than Mr. Hoover’s 
forthright demand for reorganization of the United 
Nations, which I have been advocating for so long 
—only recently again in our issue of March 25. 

I now have hope that something may be done 
about it, not only to remove the frustrating effect 
of the veto which has hamstrung every effort 
towards peace, world re- 
construction and economic 
rehabilitation, but because 


‘SOMEWHERE BACK THEY LOST KARL MARX”’ 


make the United Nations a “preservative of good- 
will and peace.” Her only purpose has been to use 
it strictly for her own disruptive aims, as a forum 
for communist propaganda and a tool for spreading 
hatred and ill will. 

In the circumstances, there is little point in trying 
to maintain and further strengthen the U.N. in its 
present form because even 
today, thanks to the Soviet 
attitude, it has ceased to 





if we permit the United 
Nations to continue in its 
present form, we _ are 
bound to lose the “cold 
war.” 

As the United Nations 
is constituted today, the 
world gets the impression 
that the United States is 
helpless before Russian 
aggression, and weak 
peoples everywhere believe 
it is the better part of 
wisdom to submit and 
take their chances with 
Russia rather than run 
the risk of swift, brutal 
retaliation that the Soviets 
could mete out to any 
country that defied her. In 
other words, a_ helpless, 
gagged and_ frustrated 
United Nations is no asset 
to us in our fight against 
the Red imperialism. 

Reorganization of the 
United Nations without 
the communists would un- 
questionably be a blow to 














be a workable bridge be- 
tween the two _ hostile 
camps on either side of 
the chasm. Russia, mani- 
festly, is out to defeat the 
majority will of the mem- 
ber nations on almost 
every vital issue. Since 
through the technique of 
veto and boycott she has 
only too often been suc- 
cessful at this game, it 
would be foolish to let her 
continue it. That way the 
U.N. will never become 
the kind of world organi- 
zation it was supposed to 
be. In our struggle against 
Red imperialism, it has 
more and more become a 
liability. 

As Mr. Hoover correctly 
stated, what the world 
needs today is a definite, 
concrete mobilization of 
the nations willing to side 
against Soviet aggression, 
and such a mobilization 
can hardly be achieved 








Soviet prestige and to 
Russian ability to obstruct 
the road to peace by methods short of war, and it 
is to be doubted whether she would resort to war to 
offset this blow. There are those who avow that 
excluding the communist East would mean accentu- 
ation of existing differences, that it would wipe out 
the only existing opportunity for their settlement, 
that in fact it would dangerously widen the East- 
West cleavage. 

It would perhaps do the latter, but then it would 
merely recognize a situation that already exists. For 
not only has Russia in the past shown no willing- 
ness to reconcile differences and cooperate, but she 
has made it a point to persist in constant violation 
of the provisions of the U.N. charter, clearly evi- 
dence that she has not the slightest intention to 
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With Apologies to Dowling in the N. Y. Herald-Tribune 


within the United Na- 
tions for obvious reasons. 
Far better then, to reorganize that body under ex- 
clusion of Russia and her satellites; or barring this, 
to create a new United Front of those peoples who 
disavow communism, and to redeem the concept of 
the United Nations to the high purpose for which it 
was created. For such a phalanx of free nations 
would doubtless come far nearer to making a work- 
able relation with the other half of the two worlds 
than the United Nations can ever do alone. 
Actually, the free nations are already drawing 
together in something of a United Front, the direct 
outcome of Russia’s heightened belligerence. The 
realization that free men must stand together is 
rapidly becoming more widespread, as is the aware- 
ness that free peoples (Please turn to page 178) 
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Realities of Market Action vs. Dow Averages 


The market has advanced moderately further over the last fortnight, with investment 
enthusiasm somewhat reduced, speculative activity increased. Typical issues are now 
faring better than the Dow industrial average, reversing previous tendencies. Business 
hopes are rising. We continue to recommend a selective investment policy. 


By A. T. MILLER 


P ublic interest in the stock market has been 
increasing. You see it reflected in the relatively 
heavy volume of transactions. Thus, share turnover 
in April was the largest for any month since Janu- 
ary, 1946; and the largest for April since 1933. You 
see it also in a considerable, although not yet ex- 
treme, shift in the quality of leadership of the main 
advance, now in its eleventh month. There is a some- 
what less aggressive demand for good-grade ‘“in- 
come stocks,” even though average yields thereon 
are still fairly high; a more aggressive demand for 
secondary and speculative stocks, which remains 
more selective than general so far. This is a more 
or less typical sequence. Investment demand, at- 
tracted by values, is the initial backbone of a market 
uptrend, but becomes less enthusiastic at advanced 
levels. On the other hand, it is the spectacle of ris- 
ing prices, not values, which finally begins to 
generate speculative demand. So far as we can see, 


this is not yet at a stage involving any serious ex- 
cess, as measured by margin trading or the position 
of low-priced stocks, on an average, in their long- 
term range. 

The Dow-Jones industrial average had a small net 
advance for April as a whole, but none for the last 
fortnight. The high to date was made April 14 at 
215.31, which was roughly 1.3% over the 1946 bull- 
market top. This was followed by a minor corrective 
sell-off running through Wednesday, April 26, which 
was followed in turn by renewed strength toward 
the close of last week, aided by optimistic reports 
from the steel industry and a boosted Bethlehem 
Steel dividend. The average is back, as this is 
written, to half a point above its previous high, 
in another upside test. The Dow rail average has 
done little more than “make a line’ for some 
months, and shows no recent net change of signifi- 
cance. On the other hand the utility average has 

been in a mild reactionary trend since 
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mid-March, or for about six weeks. 
This is in line with the qualitative 
shift on the demand side of the mar- 
ket, cited earlier in this analysis. Typi- 
cal operating utilities have interest 
chiefly for income-investors — and 
necessarily less thereof after an ad- 
vance of over 34% from their 1947- 
1949 trading-range low, which was 
seen late in 1948. 
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24o What the Market Is Doing 

We have pointed out before that the 
Dow averages are not the stock mar- 
ket; that the Dow industrial average 
in particular is a very small segment 
of the market, heavily loaded with 
“Blue Chips” ; and that in bettering its 
1946 high it has been very far in ad- 
vance of the general list. It has for 
some time seemed probable _ that, 
given a continuation of upward ten¢- 
encies, market leadership would _ be 
assumed by broad price indexes, with 
the Dow average tagging along, if not 
lagging. This is now evident. Thus, 
over the last fortnight, “the market” 
100 was indecisive, according to observers 
who watch “the Dow.” But the actual 
market extended its rise into new high 
ground. 
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Street’s weekly index of telngos 
325 stocks rose 4.9 points i 
in this period to 150.1, the PRICED |PRICED |325 Socks 
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best level since 1948’s re- 
covery high of 151.9. A 





further rise of nearly 28% 
would be required for it to 
equal the 1946 high. The 
index of 100 Low-Priced 
stocks rose 10.3 points on 











the fortnight to 183.25, 
slightly surpassing the 1948 
high of 182.86. For it to 
equal its 1946 high of 
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35%. Like the Dow indus- 
trials, the index of 100 
High - Priced stocks was 
only slightly changed over 
the period under review. It 
stands a hair above its 
1948 high, but nearly 19% 
under its 1946 top. In 
greater detail, the special 
tabulation presented here- 
with shows what the mar- 
ket has been doing, how 
widely individual stock ac- 
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Averages. (See page 132.) 
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economists, there is less 
concern about the late 
months of the year than 
was so around the start of 
1950, which means, of 
course, some lifting of 
sights on full-year poten- 
tials, as regards volume, 
prices, earnings and divi- 
dends. The wisdom and 
vision of these optimists 
are probably no better now than they were four 
months ago. The difference is that they have now 
seen additional months of good business, and enough 
in the new-orders picture to assure satisfactory 
activity at least into the third quarter. That results 
in an almost automatic boosting of full-year “pro- 
jections,” which were generally conservative and 
qualified at the start. Moreover, with business still 
good, “uncertainty” about the second half naturally 
seems to lessen, the closer we draw to mid-year. 


MILLION 
SHARES 





In the immediate business scene the strong points 
certainly dominate. The demand for automobiles re- 
mains around peak levels; and the boom in residen- 
tal building has become “boomier.” These two in- 
dustries, importantly affecting a number of others, 
are pretty much the story of good business. When 
either recedes, over-all industrial production, now 
edging up to within 5% or so of the late 1948 post- 
war peak, will recede. There is no boom in any soft 
goods lines. Despite the fact that housing is being 
thrown up at a phenomenal rate, and that an over- 
supply of rental units might be “discovered” before 
long, it is conceivable that there will be no other 
than seasonal let-down in total building activity 
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before 1951. On the other hand, it would not seem 
conservative to count on continuation of the recent 
large year-to-year gains in auto sales. 


Steel operations are around the capacity level. 
Prices of most of the non-ferrous metals, and of 
some finished goods here and there, have been 
marked up, bringing some renewed conjecture about 
inflation. We believe the latter is premature at the 
least despite the Government’s deficit spending, 
since the country is back to competition and there 
is little prospect of shortages anywhere. The slow 
sag in exports probably will go further. The decline 
in business outlays for new plant and equipment 
seems to have flattened out, but there is little chance 
for an uptrend. 


The Question of Values 


On an average, “quality” stocks are in historically 
high ground, since they are above all levels seen 
since 1929 or early 1930. However, the general list 
could be called only medium-high in its long-term 
range; and in relation to earnings and dividends it 
could be called medium- (Please turn to page 180) 
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1946 (April 25, Change 1946 (April 25, Change 
High 1950) (in points) High 1950), (in points) 
M.W.S. 325 Combined Average 191.7 148.1 —43.6 Cluett Peabody . 60 23 a237 
M.W.S. 100 High Priced Stocks 112.55 91.16 —21.39 Commonwealth Edison . 36 31 —5 
M.W.S. 100 Low Priced Stocks 237.97 180.06 —67.91 Consolidated Edison 36 31 —5 
Distillers Corp.-Seagrams 30 21 —9 
Dow Jones Industrial Average... 212.50 212.55 + .05 Doehler Jarvis ... 37 33 —4 
Dow Jones Rail Average 68.31 54.89 —13.42 Dome Mines ..... 29 15 —|4 
Dow Jones Utility Average... 43.74 42.67 — 1.07 Douglas Aircraft . 108 79 —29 
Electric Auto-Lite . 80 43 —37 
30 DOW JONES INDUSTRIALS First National Stores 70 72 2 
Allied Chemical ......... 212 235 +23 Freeport Sulphur . 6l 66 + 5 
American Can oe . 106 119 +13 General Railway Signal....... 48 21 —27 
American Smelting ........ - 73 52 —2\ Great Northern Ry. Pfd. 64 40 24 
American Tel. & Tel...... mene 154 —46 Hershey Chocolate 2 ccccceecsne : 35 42 af 
American Tobacco ................... Ne) 68 3! Heyden Chemical . ~ 45 14 3! 
Bethlehem Steel . . 38 38 o Hudson Bay Miding: & Seuitie.. 45 39 —6 
6” ee 70 66 —4 FagusOn nOlor 2. 34 15 —I9 
Corn Products ....... 75 68 —7 Illinois Central . 45 33 —7 
DuPont ..... bole . 56 7I +15 International Paper ................ 27 40 =Fil3 
Eastman Kodak : 50 46 —= 4 International Tel. & Tel......... 31 14 —I7 
General Electric . Se ee 47 —5 Joy Mfg. ..... es 34 28 — 6 
General Foods ..... eee 49 —7 Kennecott Copper ....... 60 52 — 8 
General Motors oe ae 82 oan Lion Oil a 12 32 +20 
Goodyear Tire : : , aT 5l —26 Lorillard (P.) a. 31 26 —5 
International Harvester 34 26 — 8 Mack Truck . See Aen 38 14 —24 
International Nickel . 42 26 —I6 May Department Stores . 70 47 —23 
Johns-Manville _. 55 47 — 8 Minnesota Mining & hiniaie.. 60 105 +45 
ES) | eae i, a 16 —25 Montgomery Ward ................ 104 55 --49 
National Distillers : 32 23 —9 National Lead ..................... 40 4l 2 
National Steel _.... , 78 36 + 3 New York Central .......... 35 14 —2! 
Procter & Gamble... 47 60 +13 Northern Natural Gas 29 36 +7 
Sears, Roebuck . * — . 49 44 pam PUGsrAtIWR RT PASTING asec teers 56 10 —46 
Standard Oil (Cal.) ; 59 64 + 5 Otis Elevator .................. 39 38 — | 
Standard Oil (N. J.) ptt ne 70 — 8 Pacific Lighting 67 54 —!3 
Texas Company ce 68 64 il Pacific Mills. ............... 48 29 —!9 
Union Carbide & Relies 7 Y 4l 46 +5 Pennsylvania R. R......... 47 17 —30 
United Aircroft . ais, aca ee 29 === Phelps Dodge . 48 46 —2 
U-srbtedl.... fee Redon ae 33 + 1 Philco Corp. . een 47 5I + 4 
Westinghouse Electric ........ ae 34 — § Pittsburgh Cunilideinn Cad. See 26 24 —2 | 
Woolworth nnn eee ye 49 a Pullman Co. ......... eee 69 36 —33 , 
it Radio Corp. of inden. Bases 19 21 2 
Abbott Laboratories 00 = 45 46 + | Radio-Keith-Orpheum 28 8 —20 
Admiral Corp. cc... 10 37 +27 Republic Steel encoun 40 29 mail 
Air Reduction ..... _ 59 22 ay Schenley Industries. ........ Pometaeeby |) 33 —67 
Allied Stores ........... es 33 ==30 ee fost] se ee Ee 85 +24 ( 
American Airlines _............... aOR A: 19 Wl — SIGN WMO NINO ccc ip ee ee ease 39 42 + 3 ! 
American Cyanamid _____ _ 60 69 +9 Simmons Co. 56 29 onl? ? 
American Gas & Electric . 49 52 +3 Skelly Oil . ae 68 113 +45 : 
American Machine & Foundry... = 45 14 3! Southern California Edison 39 35 —4 . 
American Woolen _.......... YY ae 22 —48 Southern Natural Gas ........ 30 38 + 8 r 
Anaconda Copper oo cccceenennnnnen 29 —22 Southern Pacific ............. 70 52 —I8 d 
Armour & Co. stn Ci ve 10 — Southern Railway ............... 65 35 —30 
Atchison, Topeka & Santa fe. Semana. |) 112 —9 Sper COP ee 28 —!2 t 
RINE ne been heen Se 26 —26 Standard Brands... emenewnnnnonnn 55 23 —32 ye 
Boeing Airplane ene 35 30 = 5 SECIS a aU ca ee ee 38 32 — 8 a 
Burlington Mills occ sects, 19 —7 WTP i, 41 36 —5 tu 
ON SS | Reece Sia bia Ukes eee Ma | 45 —28 Twentieth Century-Fox cece 63 21 —42 by 
CoS C7 ae eee eee > 3 32 Sey United Air Lines 54 17 —37 
Chesapeake & Ohio ecco 66 28 —38 Vick Chemical . 51 26 —25 | 
Cities Service Gotcha 41 72 +31 Warner Bros. ..... 23 14 —9 . 
Champion Paper & Dalhete:. ects eas 25 33 + 8 Western Union. ............... 53 27 —26 i 
*—Adijusted for stock splits and other capitalization changes. ut 
MA 
132 THE MAGAZINE OF WALL STREET 








-37 
-25 














GREATER 


PRODUCTIVITY 


—From Modernization 
—From Expansion 


By E. A. KRAUSS 


Win the flattening out of the postwar boom 
and the return of real competition, industry had to 
face three important facts. One was that compared 
with prewar, wages had more than doubled. The other, 
that costs of manufactured goods had more than 
doubled. And the third, by no means the least impor- 
tant, was that industrial capacity had been greatly 
increased. Together, these facts led to one conclusion: 
If industrial operations are to continue on a profitable 
basis, a high volume of production must be main- 
tained. And in order to maintain it, cost-price relation- 
ships are of paramount importance. 

Early in postwar, demand generally exceeded pro- 
duction, as we well remember. Costs were high, but so 
was earning power, and there was usually a reassuring 
backlog of unfilled needs. But as backlogs faded and 
output had to be brought into balance with current 
needs, maintenance of the required volume naturally 
depended on the preservation of an adequate margin 
between income and basic expenditures. If no such 
margin could be achieved, trouble developed and the 
result usually was reduced rather than enlarged pro- 
duction. 

High productivity is the soundest way of insuring 
this margin; it makes possible low prices, adequate 
volume and high profits. Industry has always been 
aware of this, hence it has prepared against the day of 
the return to more normal business by large scale ex- 
pansion, modernization and improvements which now 
begin to bear real fruit. 

More than ever, industry needs a higher output per 
labor hour of machine and man because it is the only 
way which can make wage and profit increases pos- 
sible without price increases. This need for optimum 
utilization of labor and machine is fully recognized. In 
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order to achieve it, large investments were made far 
in advance, and action along this line will doubtless 
continue—must continue, as competition sharpens— 
to keep operations competitive and maintain satisfac- 
tory profit margins. 

What business men have long been praying for is 
now happening: Productivity is on the rise after a 
pronounced war-time lag which severely interrupted 
the long term uptrend. Before the war, productivity 
increased at an annual rate of close to 3% and this 
brought amazing advances in our real wealth and in 
general standards of living. Necessarily, the uptrend 
is relatively slow. 


Post-War Trends 


There was retrogression during the war due to the 
change-over to new products and employment of inex- 
perienced workers, and because of general emphasis 
on all-out production rather than efficiency. Even dur- 
ing and after postwar reconversion, productivity fre- 
quently fell back below prewar levels and only last 
year proved that the uptrend in output per worker has 
been definitely resumed. 

This proof was rather striking. Gross national prod- 
uct in 1949 came to about $259 billion and adjusted 
for price differences, that was virtually the same as in 
1948. But last year, it required 3% fewer workers to 
produce it. That’s how we know that productivity is 
on the increase, and according to most opinions, the 
trend reversal is not so much due to the worker but 
largely the result of more and better machinery, or- 
ganization and engineering skill. 

Huge sums spent in postwar for new plant and 
equipment were a primary factor. New designs and 
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better operating methods have also helped greatly. 
Some companies achieved significant cost reductions 
by turning over to industrial engineers the problem 
of maximum utilization of men and machines. And a 
somewhat looser labor market further helped no doubt 
in that it permitted greater selectivity in the choice of 
workers, made for less absenteeism and labor turn- 
over, and far improved plant morale. 

The drive to trim expenses keeps pushing mech- 
anization in many lines and the concensus is that pro- 
ductivity will keep on improving this year and next, 
and probably beyond. It will have to, if the long term 
upward trend of productivity is to be maintained. It 
will have to, also, if inflationary factors are to be 
minimized and living standards are to rise further. 
It will have to, finally, if recession and mass unem- 
ployment is to be avoided by providing more goods at 
lower prices and thereby broadening markets. 


Productivity Gains Do Not Just Happen 


In short, further productivity gains are a necessity 
for economic stability and growth, but such gains will 
not just “happen” despite the fact that our economy 
today looms larger in its potentialities than ever be- 
fore. Our managerial and working skills are greater, 
our factories and farms are better equipped, and there 
is every indication that the pace of our technological 
advance will be maintained. Nevertheless it will take 
real efforts and cooperation to keep the productivity 
curve headed upwards, and every incentive should be 
provided to make it possible. This applies equally to 
management, labor and Government. 

Management will have to step up its efficiency, just 
as the worker should, by introducing new product de- 
signs, better factory layouts and operating methods. 
Government policy should work in behalf rather than 





photo by Contenental Oil Co. 
Greater Productivity is a necessity for economic stability and growth, 
but progress in that direction won’t just happen. It will take real 
efforts and cooperation to keep the productivity curve headed 
upwards, 
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against further technological progress in industry. In 
its own interest, labor should neither resist, as it 
sometimes does, the utilization of new equipment that 
tends to increase efficiency and productivity, nor 
should it claim all the resultant benefits in the form 
of higher wage rates. A part at least must accrue to 
management in form of higher profits, and another 
part to the consumer in terms of lower product prices. 
Unless the fruits of mechanization are thus distrib- 
uted, any effort to hog them selfishly will be self- 
defeating. 

For unless management, too, profits, it will have no 
incentive to invest in additional equipment or improve 
production techniques. And unless the broad public 
profits from lower prices, there will not be adequate 
markets to maintain high-level production and em- 
ployment. 

This argument is all the more valid since the big- 
gest cause of the latest gain in productivity is capital 
spending by business itself, that is higher output of 
the machine rather than greater efficiency and appli- 
cation of the individual worker. Those furnishing the 
machines, that is business and the stockholders, there- 
fore should not be left out when the productivity pie 
is cut. 

As to Government policy, valuable contributions 
toward greater productivity can be made by a more 
encouraging attitude towards business, by realistic 
tax and depreciation policies that encourage capital 
outlays for modernization and the investment of ven- 
ture capital. This should find reflection in policies 
towards business as well as towards investors and 
stockholders. 

The latter’s interest in rising productivity is by no 
means academic since it signifies, above all, greater 
earnings and dividend stability, and less vulnerability 
in recessive periods. One of the outstanding advan- 
tages of the latest productivity gain has been a 
marked lowering of break-even points in many indus- 
tries, a highly desirable development that will take a 
good deal of the sting out of any downtrend of pro- 
duction and sales volume. 


Higher Profits From Lower Sales 


In some instances, as revealed by 1949 company re- 
ports, operating efficiency has been stepped up to the 
extent where higher profits resulted from lower sales, 
compard with the preceding year. Such a basic 
strengthening is of course the goal of every manage- 
ment though it can hardly be achieved in every in- 
dustry, or by every company. But it shows what can 
be done under optimum conditions. 

Thus there have been instances, where despite 10% 
fewer workers on the plant force, output has risen by 
a similar percentage. Others report a cut in labor costs 
of as much as 15%, solely due to installation of new 
machinery, and such a cut is no small potatoes in 
these days of high wage rates. Still others were able 
to maintain unit labor costs despite the doubling of 
the base rate in workers’ pay. 

Improvements of this sort can probably be found in 
many industries but they are encountered most fre- 
quently where the need is most compelling, that is, 
where sales come hardest and competition is keenest, 
such as in the textile industry, in appliances, but also 
in the steel and automobile industries. 

In steel, for instance, modernization and new proc- 
esses have brought significant gains of output per man 
with the result that steel employment has been drop- 
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level of production. Much the same is 


PRODUCTION AND WAGE COSTS IN MANUFACTURING 





true of automobile manufacturers where a2 
every retooling and model change-over is 
accompanied by strenuous cost-cutting 





efforts. Here, too, employment is down ? 
from last year’s despite the terrific pro- 
duction pace set in recent months. 











In fact, the campaign for efficiency 
shows up everywhere, in industry, in 
agriculture, in stores and offices. Fre- 160} — 
quently one new machine does the work 
formerly requiring four, and this ex- 

















plains the sharp rise in machine tool and 
machinery orders in recent months. It is 
a most significant development, for it re- 








flects what’s going on in manufacturing 
plants throughout the country. Thus ma- 
chine tool orders in March were the larg- 100 














est since June 1946. This would seem to 
indicate not only that industries are plan- 
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more efficient production above all to 
meet competition and price requirements. But it also 
means that reluctant labor must be convinced of the 
desirability of such new installations. 

Packard Motor Company, for instance, found that 
one operator could run seven new automatic screw ma- 
chines in their plant, but thus far the company has 
been unable to negotiate with the union or arrive at an 
agreement whereby one operator will run more than 
four machines. For Packard, the cost saving involved 
would no doubt be highly worthwhile but the aim of 
the union is to protect existing jobs. 

While one can sympathize with this aim, it is also 
clear that it would work against progress. Temporary 
technological unemployment is bound to ensue in a 
period of rising efficiency, but if past history is any 
guide, mechanization in the end will open up more em- 
ployment opportunities than it cancels out. 

The rise in productivity has been particularly strik- 
ing in agriculture where output per worker has gained 
tremendously under the impact of widespread mech- 
anization, increasing use of fertilizer and insecticides, 
and improved breeding of plants and animals. As a 
result, though farm employment has been dropping 
since 1947, production is as high as ever and could 
make further gains without interrupting the down- 
trend in farm employment. 

In the retail field, stores have been spending heavily 
on equipment to cut handling and labor costs, and sell- 
ing expenses are being lowered by increasing resort to 
self-service arrangement. In offices, progressive in- 
stallation of time and labor saving office equipment is 
cutting down office payrolls. The urge to cut costs is 
universal, necessitated by competition, consumer in- 
sistence on lower prices, and the need to maintain 
markets. Everywhere, mechanization is the order of 
the day. 


Future Potentials 


It is a sound trend, as explained at the outset. It has 
been estimated that American industry today, oper- 
ating with existing facilities, can improve its utiliza- 
tion of manpower by up to 20%, and there may be 
substantial opportunities to do even better. Think 
what it would mean if such gains could be realized, 
particularly in view of our frozen wage structure, high 
materials costs and mounting pension demands which 
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leave little leeway on the cost front as such. 

If we ever are to get product prices down and sales 
further up, output per man hour must go up. We must 
remember, in this connection, that although such out- 
put is now higher than in prewar, the rise still has 
been far less than that of wage costs per unit of pro- 
duction. Productivity, in short, still has much to catch 
up with. 

If it rises further, as it likely will, it is bound to 
have far-reaching implications. By making possible 
lower prices, it will broaden markets and thereby pro- 
duction and employment. It will take out some of the 
inelasticity in our present-day wage structure and 
ultimately open the way to still higher wages and 
living standards. But this presupposes sane labor 
policies now. There is a close connection between unit 
labor costs and prices on the one hand, and output per 
man hour and real wages. If unit labor costs go up, 
prices cannot stay down; and real wages can only rise 
through more production per worker. 


Productivity Holds Key to Economic Progress 


Productivity, in short, holds the key to future eco- 
nomic progress. Even today, there are indications that 
industry under normal conditions can produce more 
than consumers can pay for, or are willing to pay for, 
at current prices. Thanks to rising productivity, it has 
been possible of late to cut prices in many lines and 
markets have responded vigorously to this stimulant 
as witness the strong revival in sales of household 
appliances, television sets, etc. 

But to make for a properly balanced and growing 
economy, the process has to go a good deal further. 
This is widely realized. There are few companies of 
importance which have not turned their earnest atten- 
tion to this, not alone from the standpoint of sales but 
of satisfactory profit margins as well. To them, the 
latter is no less important than the former. The same 
applies to the equity investor. For what good is high 
volume, if profits and dividends are lagging. 

All the more will stock investors be interested in 
signs of rising production efficiency. It is reassuring 
to hear managements express confidence that though 
volume may decline, profits may hold close to previous 
levels as did, for instance, Allis Chalmers Manufac- 
turing Company which (Please turn to page 175) 
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AW nity of interests 
Sane: \ which is unique 
bi *. in many ways be- 
cause it embraces 


such diverse 
groups as man- 
agement, labor, stockholders and Government. Un- 
fortunately some of these groups do not always view 
their role in the light of a partnership as indeed it 
is, and in proper relation to their contributions to 
this partnership. Quite often they look at corporate 
business as something that must be fought or ex- 
ploited rather than cooperated with in the interest 
of all. And in this contest, the stockholder usually 
gets the short end regardless of the fact that with- 
out the stockholder, there would be no corporate 
business, no jobs for the worker, no taxes to be 
levied. 

It is but natural that the stockholders, having en- 
trusted their money to the employment of a corpora- 
tion, have a practical stake in the welfare of “their 
company” and also in the manner in which the 
fruits of such employment are divided among the 
parties to the community of interests thus estab- 
lished. Often enough, despite the basic importance 
of their role, they haven’t been doing as well as they 
might, or should, and this explains in part why com- 
mon stock issues have been hard to sell in recent 

ears. 
' The fundamental fact is that a company is de- 
pendent upon stockholders for much of the capital 
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STOCKHOLDER 
and WORKER 
PARTNERSHIP 


which keeps it in business, and so 
of course are the workers for their 
jobs, and the Government for the 
taxes it levies on corporate profits. 
The stockholder thus is quite a 
necessary factor in business enter- 
prise. Without the stockholder’s 
risk, capital creditors would be 
very reluctant to risk their money 
in turn. 

But while their risk is secured 
and the return on their in- 
vestment usually guaran- 
teed, profits are the stock- 
holder’s only hope, and fre- 
quently they may be modest 
or non-existent. Often 
enough, his reward bears 
no relation to the risk he 
takes. 

Considerable progress 
has been made in recent 
years in cementing rela- 
tions between corporations 
and the investing public 
generally, and the stock- 
fa holders specifically. But 
what’s been done is merely a start of what might be 
done, and still is to be done, particularly as far as 
the importance of the stockholder is concerned. The 
need is very obvious. 

The labor unions have been quite aggressive and 
successful in getting their contentions and view- 
points before the public, and in pressing their de- 
mands for an ever-growing slice of the corporate 
profit pie. Corporations, too, have engaged in con- 
siderable publicity efforts to tell their side of the 
story, but too often these were dictated mainly by 
expediency or representing mainly the management 
angle. Quite frequently they failed to bring out 
properly the role of venture capital — of the 
stockholder. 

Because of this, modernization of stockholder 
relations and especially the task of “plugging for 
venture capital” still has far to go to make the most 
of existing opportunities to correct some of the 
more obvious misunderstandings and present the 
corporate picture in its proper light. 

One of management’s most effective instru- 
ments for creating and cementing sound stock- 
holders’ relations, and bringing the stockholder’s 
role into proper focus, is the annual report. Yet 
with all improvements to-date, it often remains a 
sadly neglected opportunity. The stockholder is 
naturally interested in anything affecting the future 
of “his company.” Equally naturally, it is financial 
results, profits and divi- 
dends, that count most with 
him, for that is the basis 
for his investment, He also, 
and quite understandably, 
resents being relegated to 
the position of a lender 
rather than a risk taker. 

Thus when we see in cor- 
porate reports reference to 
dividends paid to stock- 
holders as “‘paid for the use 
of their money,” we con- 
sider this not only inaccu- 
rate but highly unwise, for 
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there is an opportunity missed to highlight the im- 
portance of venture capital, the lifeblood of the 
nation’s business. Stockholders after all are not 
money lenders; they are risk takers, part-owners of 
the business. They make the enterprise possible; 
they furnish the working capital and the tools with- 
out which there would be no jobs for the workers, 
not profits to be taxed. 

Their money is neither borrowed, nor protected 
or insured in any way. It is risked, and they cannot 
get it back any time they want. True, equities can be 
disposed of in the market, but that merely means 
the shifting of the risk to the shoulders of another 
risk taker. In short, stocks, once sold, stay sold — 
barring the rare cases of common stock retirement 
by corporations. The investment has no maturity. 

Since unfortunately, investors as a group are still 
far too inarticulate in presenting their case, it 
would be a good thing for management to jump into 
the breach, with a particular eye on enlightening 
those who think that risk takers get too much and 
ought to be squeezed still more. 

Management’s interest in doing such an informa- 
tional and educational job is by no means 


that a corporation represents. Since their contribu- 
tion is so great and fundamental, it is only fair that 
they receive an adequate reward. Usually, however, 
theirs is the smallest slice. 


Who Gets Most? 


This is evident when we look at the figures for 
wages paid, taxes paid and dividends paid. Invari- 
ably the latter are considerably less than the Gov- 
ernments’ tax take, and far below a corporation’s 
wage bill. It shows who benefits most from the stock- 
holder’s investment, from his venturing and risking 
his money. We find that even where stockholders 
outnumber employees and workers four to one, as 
in the case of Consolidated Edison, the wage bill is 
six times the amount of dividends paid, and the tax 
bill (income taxes only) more than four times as 
high. In the case of Monsanto Chemical where the 
number of stockholders and employees is about the 
same, the wage bill is more than five times the 
amount of dividends paid, and taxes almost one and 
a half times. (Please turn to page 178) 













































































academic because it depends on venture —— 
capital. It is beginning to appreciate the | 
value of sound stockholder relations be- Stockholders and Workers — And How They Share with | 
cause it full well knows that they repeal Government the Fruits of Corporate Enterprise 
pay off handsomely when a corporation 
seeks new capital. It is in management’s sn - _ a : 
interest as well to see that venture capi- Amount of Amount of Amount of 
tal is properly treated, and defended —— of Numberof Wages Taxes Dividends 
, : : d tockholders Employees Paid Paid Paid 
against unjustified attacks. (thousands) —— —{$ millions) — 
Erroneous views of the stockholder’s EE OTL : . 
role and importance are still widespread, American Airlines... 38.0 12.1 $466 $ 1.8 None 
particularly in the ranks of labor. Few American Con 27.1 31.8 HS 25.4 9.8 
workers, for instance, realize to what American Radiator & S. Ss. 63.1 (19.8 | 67.4 14.1 12.8 
extent their jobs, or a corporation’s American Tel. & Tel... 940.0 593.9 2,019.6 800.0 216.1 — 
ability to pay fair wages, depend on Anaconda | Copper 123.20 41.8 | N.A. 20.5 21.6 | 
stockholders’ money. Few realize that Bethlehem Steel... 95.8 IBN 449.1 92.2 22.9 | 
numerically they are often outnumbered Borden Co. -...... 523 310 109.7 12.8 15 
by them. Stockholders are far from a Celanese Corp. 84.7 ITT 582.0 13.2 | 
“small clique of greedy capitalists” as Chrysler. 665 107.0 349.4 81.0 45.6 
they are often pictured in the workers’ Consolidated Edison... (125.7, 29.6 ~———«*L'N0.0 75.6 «18.3 
minds. There are millions of them, just ——— ~ 1009 73.5293. 133.0 1523 
as there are millions of workers. General Electric... 2505 «(179.3 606.6 ~—SsdIS2.1 71.0 
In this respect, the data compiled in General Motors ........ 434.0 _ 401.3 14406 = 468.4 351.3 | 
the accompanying tabulation are reveal- Gulf Oil ~ 332 1G7.7 198.8 34.0 
ing. They show that of 34 companies International Harvester. 50.0 87.5 312.6 50.4 = 28.6 © 
chosen at random, stockholders outnum- International Nickel ... 82.1 20.0 NAL 50.20 29.1 
ber employees in 21 instances; only in Monsanto Chemical... ‘15.6 15.6 45.0 WB 
twelve cases is the reverse true, and in International Paper ....._—‘24.7__ 30.2 94.4 37.3178 
one instance the figures are about even. Kennecott Copper......_—89.7_— 23.1 NAL 242 438.2 | 
Thus we find that whereas American Montgomery Ward ...... 68.5 _ - 862 1626 31.6 195 _| 
Telephone & Telegraph Co. has close to National Biscuit .-_—45 SNL NONI 
594,000 workers and employees, it has National Dairy Products. 66.7 80 %JI868 221 13: 8 eel 
940,000 stockholders. DuPont has 73,500 Pennsylvenie R. Rt. 199.8 167 457.0 1B 9.9 
employees and 109,900 stockholders. Gen- Phillips Petroleum ........._ 45.9 _123 80.3 14.6 18.1 | 
eral Motors has 401,300 workers and em- Republic Steel 52.1 70.0 207.2 47.1 19.3 
ployees and 434,000 shareholders. Sears, Roebuck & Co. 94.7 102.5 356.2 93.9 _—‘53. 2 | 
Often the disparity is much greater, Socony-Vacuum Oil . 159.7 43.0 1958 49.7 349 | 
American Radiator & Standard Sanitary Standard Oil of Calif. Fe WSs WT, | a (54.5 ; 
Corp. has more than three times as many Studebaker Corp. . 20.6 23.839 104.9 18.6 5. 8 | 
stockholders as employees, and Consoli- Texas Co. ....... 105.2 39.1 155.5 56.0 51.6 | 
dated Edison Company over four times, Union Carbide & Carbon. 92.3 42.9 NA. 53.6 57.6 | 
as has International Nickel; such corpo- U. S. Steel 241.I 291.1 931.7 1822 56 | 
rations as Kennecott Copper, Phillips Westinghouse Electric 78.5 94.7 372.6 485 18.3. | 
Petroleum and Socony Vacuum Oil come Woolworth (F. W.) Co...... 82.8 85.0 140.0 41.6 24.2 _ 
close to that ratio. Even numerically, tte bon eval 
then, stockholders form an important 
segment in the community of interests 
MAY 6, 1950 137 











Trends in... . 


First Quarter Re 


By J. C. CLIFFORD 


i general optimism generated by industrial 
activity in the first quarter of 1950 appears well war- 
ranted if one studies the overall earnings picture for 
the period. Conditions throughout the economy, 
though, have differed so greatly since the first of the 
vear from those prevailing during the same interval 
of 1949, that comparisons are apt to be frequently 
misleading. More significance probably attaches to 
rather clear evidence that the marked recovery char- 
acteristic of the 1949 final quarter, despite the coal 
strike, has continued with unabated vigor in the cur- 
rent year. 

Encouraging gains, however, have by no means 
been uniform, either by industrial groups or by their 
components. Indeed, to judge from a long list of in- 
terim reports received to-date, it seems likely that on 
a numerical basis, the majority of concerns earned 
somewhat less than a year earlier. On the other hand, 
so many companies of large stat- 
ure forged ahead impressively, 
that total earnings in the final an- 
alysis may measure up pretty 
closely with the aggregate of the 
first 1949 quarter. 

In weighing this generality, al- 
lowance should be made for the 
month-to-month progress made by 
many enterprises in the first quar- 
ter rather than placing too much 
reliance on quarterly earnings as 
reported. In many instances, 
strikes or the aftermath of the 
steel and coal strikes created han- 
dicaps in January and February 
that were surmounted in March, 
thus somewhat distorting the true 
picture. It is only by studying the 
comments of managements in the 
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ports of home appliances, automobiles, 








interim reports or at annual meet- 

ings that experiences such as these 

bd bd e  aremade clearer than quarterly sta- 
tistics could reveal. 

Broadly speaking, manufacturer's 





chemicals, television sets and elec- 

trical equipment made especially 

good headway in the first quarter, 

followed by aircraft, rubber goods, 

textiles and building materials. 
Conversely, earnings of the petroleum industry and 
the coal group tended to recede from levels established 
in the first three months of 1949. As for the steel in- 
dustry, the limited number of quarterly reports thus 
far available indicate mixed earnings trends, al- 
though on the whole, results seem quite satisfactory 
considering widely curtailed production during part 
of the quarter due to the coal strike. 

_ Lending encouragement to the picture is the rela- 
tively small number of concerns whose earnings were 
significantly below a year earlier, and the very in- 
if requent instances where operations were in the red. 
Quite a number of enterprises hard hit by recessive 
influences during part of last year and forced to re- 
port deficits in some 1949 quarter, have now bene- 
fitted by a resurgence in demand and are operating 
profitably, although there is still room for consider- 
able improvement before their earnings would be 
considered really satisfactory. 

Back of firs€ quarter statistics, 
moreover, is cumulative evidence 
that the first three months may 
have established a dependable 
springboard for further progress 
in the second and third quarters 
and possibly for the full year. 
Many companies with production 
activated by a surge of demand 
from dealers who allowed their in- 
ventories to shrink unduly in 1949, 
report a mounting inflow of new 
orders that promise to keep them 
busy for months ahead. A most 
encouraging factor, furthermore, 
is the unusual number of firms 
that have reported somewhat 
higher earnings despite reduced 
prices which have lowered dollar 
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vuiume. Any number of managements attribute their 


‘ 





72 cents. The management explains that a large share 


widened profit margins to advantages achieved of the increased profits resulted from further returns 
through installation of modernized equipment, thus on its $15 million postwar investment in improved 
indicating that sizable outlays for this purpose have facilities, as shown by a rise of the net profit margin 


begun to bear fruit. 


to 10.4% in the first quarter from 7.9% a year earlier. 


Since the first quarter experience of different con- As shown in our appended table, net earnings of 
cerns in the same industry varied considerably as a Monsanto Chemical Company in the first quarter ad- 
rule, often for special reasons not appearing on the vanced to $1.26 per share from 97 cents in the related 
surface, and the composite opinions of managements’ span of last year, resulting from a rise of 20% in 
in the same group sometimes provide valid clues as to sales. Mathieson Chemical Corporation’s net of $1.62 
what may be expected in later quarters, it seems per-_ per share for the first three months exceeded that of 
tinent to discuss a few specific situations. any quarter in 1949 because of record sales, but com- 

Let’s start with Pennsylvania Salt Manufacturing parisons with a year earlier can not be properly made 
Company which reported the highest net profit for because of acquisition of several sizable concerns 
any quarter in its 100-year history, extending an up-_ since then. Mathieson is one of the most important 
trend in 1949 that lifted earnings last year toa new producers of alkaline chemicals in wide use by numer- 
peak of $3.30 per share. This important producer of ous industries, and its current activity strongly re- 
heavy chemicals had net sales of $9 million in the first flects the healthy vigor of the economy. 
quarter compared with $7.5 million in the same 1949 The impact of the steel and coal strikes on the oper- 


period, and net earnings rose to $1.18 per share versus 


ations of Blaw-Knox Com- (Please turn to page 176) 












































































































































































































































| Quarterly Net Sales and Earnings of Selected Companies 
Net Sales ($ million) -———— Pre-Tax Margin. —————————— Net Per Share 
1950 1949. March March 1950 1949 

March Dec. Sept. June March 1950 1949 March Dec. Sept. June March 
Acme Steel cnn $16.0 § 88 $127 $140 $145 154% 142% $.81 $23 $47 $56 $ 65 
Allegheny Ludlum Steel... 37.5 26.5 21.8 24.1 33.2. (Na) (Na) 1.67 36 (d).24 (d).08 1.09 
Armco Steel .. ... (Na) 97.7 92.6 82.9 68.0 (Na) (Na) 2.99 1.87 1.63 191 2.09 
Annies Weelen 27.0 37.0 28.2 25.9 40.8 1. 5.7 (d).03 69 «13. (d).89 1.25 
American Seating 42 6.0 7.6 68 55 6. 10.4 64 77 3.99 2.69 1.63 | 
_ | “ey | 16.7 18.3 17.1 (Na) 95 .20 54 59 73 66 
Caterpillar Tarctor nn 724 69.4 57.3 62.9 ~—65.0 ~(Na) iB 1.77 1.49 hit Ol 27 
Celanese Corp. ceeinennnn 53.0 53.6 43.8 266 47.0 (Na) 224 1.65 1.61 74 (dj. 96 
Container | Corp. . cas, ee 30.7 28.6 =. 26.8 28.4 114 100 220 2.73 2.28 156 1.89 
Continental SS aes ; 5.3 ae a 1.68 (Def) —4i 6! 98 
Du Pont .... fei 267.0 265.2 264.6 250.2 251.7 (Na) _—28.8(a) 1.15 1.67 1.04 90 91 | 
Granite City Steel . 12.0 12.1 9.8 12.7 11.6 16.2 12.7 3.02 1.63 1642.02, 2.15. 
Hercules Powder ... 34.2 31.3 Ag: a 30. 7a 30. -_ 13.3 13.7 1.01 92 89 87 90 
International Socios tadien (Na) 44.6 46.6 47.1 45.0 (Na) 286 3.11 3.26 . — 392.97 
Johns-Manville 39.5 43.1 38.1 38.0 38.0 14.4 11.3 1.29 1.31 15897 97 
Libby-Owens-Ford Glass... (Na) 33.5 35.6 33.2 31.7 (Na) 23.8 282 2.25 2.39 2.04 1.52 
Lion Oil . (Na) 17.8 15.5 16.3 15.7 (Na) 21.7 1.58 1.15 4 1.0695 
Martin {Glenn i 17.9 Hd 10.7 12.2 6.3(a) 3.6(a) _.57 1.10 54 5l 35° 
Mathieson Chemical... 17.9 15.0 15.0 16.6 84 (19.3 25.7 1.62 1.32 1.34 1.53 1.48 
Mengel Co. 8.5 7.4 6.9 5.7 7.0 5.7 (Def.) 45 (d).25 O01 (d).58  (d).22, 
Monsanto Chemical .. ce 491 44.6 42.0 38.4 40.8 11.8 (Na) 1.26 1.26 76 5% 97 
Minneapolis-Honeywell Reg. 19.5 23.5 19.5 14.9 14.7 20.6 15.0 92 3.34 1.92 80 99 
Monarch Machine Tool .... ‘1.2 1.2 1.4 2.1 1.8 (Na) (Na) 48 7 61 77 56 
Pacific Mills 29.7 30.7 22.1 21.8 23.9 (Na) 13.1 2.25 1.67 38 06 2.04 
Penna-Dixie Cement ow. 3. 4.3 5.6 4.8 3.1 5.5 16.3 20 1.25 1.34 1.24 59 
Penna Salt 9.0 8.1 9.0 8.5 75  10.4(b) 7.9(b) 1.18 69 1.00 89 72, 
Reliable Stores een 4.9 8.5 5.6 5.7 3.8 7.3 2.3 69 2.12 1.16 1.16 AT 
Rohm & Haas on ennnnennnen 1801 15.8 15.4 16.5 145 15.8 10.5 2.06 1.99 1.48 1531.09 
St. Regis on. 34.3 33.0 28.1 31.2 34.8 (Na) 6.3 .35 39 = (d).02 AS 39 
Sharpe & Dohme 10.4 9.4 10.1 9.2 10.1 20.7 21.6 1.21 66 1.25 88 1.48 
Sutherland Paper. encnenen- 8.5 7.0 ea 7.6 6.5 9.7 9.5 1.39 86 1.27 1.36 1.13 
Texas Pacific Coal & Oil... 3.2 3.4 3.1 3.1 3.4 44.1 54.7 74 .% 86 83 94 
Timkin Roller Bearing ............. _ (Na) 19.9 19.9 28.5 31.0 (Na) (Na) 1.26 10 (d).36 50 1.22 
Union Carbide & Carbon........... 159.6 151.2 145.7 131.7 157.0 28.0 25.2 95 89 84 bl 85 
U. S. Steel 634.7 385.6 604.8 647.0 6648 14.7 13.9 1.64 1.01 1.26 1.45 1.67 
Westinghouse Electric 223.9 235.3 242.2 241.4 226.6 (Na) 8.5 87 1.31 1.54 1.31 79 
Wrigley (Wm.) Jr. Co. ni. Oe 15.5 17.9 18.1 16.8 30.1 30.8 1.69 1.48 1.33 1.85 1.63 

(Na)—Not available. (b)—Net profit margin. 
(a)—Operating margin. (d)—Deficit. 
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OUTLOOK Ee 


By E. K. T. 


TALENT SEARCH being conducted by President Truman 
to build a catalog of men and women qualified to fill 
government posts here and abroad, is applauded here, 
but the question is being asked whether the White 





WASHINGTON SEES: 


Assuming a gentlemen's agreement among top 
leaders of both parties is carried out and a July 
adjournment date for congress is achieved, it 
would be reasonably safe as of this date to list the 
major legislative items that will be considered, but 
speculation on action that will be taken is pure 
guesswork, 

The calendar tentatively agreed upon allows 
three months for public business before approxi- 
mately 460 of the 531 members of the senate and 
house settle down to the business of continuing 
themselves in office. 

In that period, the lawmakers have some items 
they must act upon, some that are within their 
discretion. First of the ‘‘musts” is the 29 billion dol- 
lar appropriation bill which should clear the house 
early in May, then face a fight in the senate. A tax 
bill, naturally, is another “must.” 

The foreign aid program has delaying differ- 
ences of opinion in the senate and house versions 
and the holdup there, if there is one, will be in the 
conference meetings. 

The Fair Employment Practices bill faces a trial 
by oratory and if the southern states senators in- 
tend to let it pass, they haven't given any indica- 
tion of that decision. If the outlook becomes hope- 
less, majority leader Lucas will withdraw it in the 
interests of a July adjournment. 

Then there is the social security broadening 
amendments which appear to have a good chance 
of approval, and the rent control act which prob- 
ably will be extended six months from July 1 (to 
get it past the election period). Cuts in wartime 
excise taxes will be a fact in May. 

There will be other skirmishes but the leadership 
hopes to confine them to the time not allocated 
to the main legislative structure. 
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House, having card-indexed the field without regard 
to party label or service, will utilize or ignore the 
findings. The President has asked professional and 
management groups to assist, and the response has 
left him no basis for criticism. If the optimism en- 
gendered by the fact that this source material is 
being gathered proves justified, the results will mark 
an abrupt switch on a policy that has brought Mr. 
Truman much criticism, namely “government by 
crony.” 

FARMERS have conjured up another means by which 
they may reduce their federal tax payments. They 
want legislation allowing them to deduct from gross 
earnings, for income tax purposes, expenses incurred 
in carrying out soil and water conservation work. 
Latest sponsor is Senator Robert A. Taft, but the 
house ways and means committee will be first to act. 
And there are eight bills from which to pick. Farmers 
say such legislation would bring national benefit by 
promoting more grassland farming, which would help 
solve the problem of surplus grains and tend to im- 
prove the American diet. 

WITNESSES called to the house committee hearings on 
lobbying have been given an idea of what they may 
expect. Herbert U. Nelson, executive head of the 
National Association of Real Estate Boards was sum- 
moned to talk about the housing lobby, but instead 
found his own political views, expressed in private 
correspondence, the prime interest of some commit- 
teemen. Nelson had berated democracy, votes for 
women, and the right of others than property owners 
to vote. Not a broad viewpoint, to be sure, but no one 
was able to answer his protest that these matters 
have nothing to do with the housing lobby. 

BUDGET submitted to the people of Britain by Si 
Stafford Cripps disappoints those Washington observ- 
ers who had hoped for some signs of improvement in 
the tax and government expenditure situation. It re- 
flects no intention to curb the extent or cost of social 
services; in fact, in a major area of those operations, 
namely socialized medicine, the bill goes up by 363 
million dollars and even the suggestion that part of 
that be offset by charging patients for prescriptions 
was rejected. Private enterprise had asked for some 
encouragement to expansion and self-sufficiency it 
the form of lower taxes, but received nothing. 
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White House action that will hint the future 
f the Reconstruction Finance Corporation may be looked 


Oo 
for any day now. President Truman is expected to send to 
congress his proposals for handling the financial 
problems of small business. There are indications that 
he will recommend that this task be given to the 
Department of Commerce, whose principal function in this 
particular would be administration over small business 
loans. If that happens it is a reasonably safe pre- 
diction that RFC eventually will nest in the Commerce 
Department, not in the Treasury. 























The drift away from Senator Joseph McCarthy by 
republican colleagues who are becoming shaky, is in- 
creasing. Senator H. Styles Bridges of New Hampshire, 
one of the original backers of his Wisconsin colleague's 
“red hunt" in the State Department personnel records, 
has backed off. He told an audience he would not have 
gone at it the way McCarthy did, stated flatly the "Joe" made statements which 
were too wild. 


























But the surprise was Senator Robert A. Taft's public disavowal. The 
Ohioan had found that acknowledged leadership can have its drawbacks. Because 
McCarthy is a Taft adherent, it became assumed that he was, somehow, carrying the 
ball for his political leader. Taft evidently became worried that his own senatorial 
campaign might be injured and he addressed a communication to all newspaper editors 
in his state. He said: "I never heard of the charges until he (McCarthy) made them. 
He has never consulted me about his course, and I have given him no advice." Taft, 
however, is critical of his democratic colleagues who, he says, aren't willing to 
listen and investigate. 
































Activity on Capitol Hill confirms the fears that had been expressed right 
along, that congressmen would prove wholeheartedly in favor of federal economy 
-- in the other fellow's district. The log-rolling which began before the Easter 
receSS was intensified when the lawmakers returned with the demands of their 
constituents still ringing in their ears. They wanted economy, but not at the 
expense of local projects. 























Members of the house appropriations committee who had counted upon out- 
Spoken advocates of the fiscal pruning knife to sustain reductions they might make, 
found many of the erstwhile economizers whistling a different tune. Chairman 
Clarence Cannon appraised the situation, expressed a new type of concern: instead of 
worrying that there might be unconscionable slashes from the omnibus appropriations 
measure, which many think now represents the rock bottom of safety, he was 
pondering whether he could hold the line at the present point. 


























tion projects which members will attempt to slip in. There will be a concerted 

drive to double the 75 million-dollar hospital construction fund. Increases in 

the defense appropriation could amount to as much as 500 million dollars. There 
will be much blowing of hot-and-cold. The GOP members for the most part are com- 
mitted to vote for a motion to send the entire bill back to committee with 
instructions to cut an amount not yet agreed upon. But before doing so, many of them 
will sponsor special items which would have the opposite effect. They're committed 
to that, too, following their vacation trips home. 





























Public housing advocates aren't encouraged by the trends abroad. New 
Zealand's newly elected conservative government is sponsoring a huge home ownership 
program. There's good reason for that: the government now is the biggest property 
owner in that country, a legacy from the socialist government recently deposed. 
Inviting terms are being offered to tenants, on which they may buy the houses they 
occupy. And France has decided to leave replacement of war-destroyed housing to 
private industry, following a trial at public housing, which proved slow and costly. 
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Congress will give closer scrutiny in the future than in the past to cost 
estimates submitted by federal bureaus seeking appropriations. Ihe Bureau of Re- 
clamation and the Corps of Army Engineers have come in for particular criticism. 
Recent review developed these facts: the original cost estimates of 31 public works 
projects under Bureau of Reclamation sponsorship totaled 1.68 billion dollars, 
but the actual present costs would be 5.2 billion dollars. Original cost estimated 





























billion dollars if undertaken now. 





The potent postal workers' lobby has a big job cut out for it as a result 
of Postmaster General Jesse M. Donaldson's order reducing home deliveries to one a 
day and curtailing service to business establishments. In fact, the drive fora 
congressional mandate revoking the order now is on. Involved are the jobs of 10,000 
carriers and there's hardly a large community in the country which won't find one 


or more postmen putting away their uniforms -- if the directive is sustained. 























The situation is similar to the one which existed after Defense Secretary 
Louis Johnson ordered a cutback in military facilities and civilian personnel to 
Save money. Congress had ordered economy, but balked at the method. With the postal 
lobby extending into 45,000 cities and towns which have post offices, a repeat 
of that reaction may be anticipated. This time congress is definitely on record, 


having specifically directed that local deliveries be reduced. 























While it hasn't been suggested that either economy move was designed to 
Scuttle the drive to save federal costs, neither action could be better calculated 
to build the resistance which might have that effect. Secretary Johnson forced 
scores of congressmen into the admission that they didn't want economy when it hit 
home districts. Postmaster General Donaldson is doing the same thing, but on an 
even broader scale. However, it is correctly pointed out, if savings are to be 
brought about by personnel reduction, the postal system is the ideal place to start. 
It is the government's largest employer of civilian help. 


























There's more worry over the unemployment situation that has come to the 
surface in the Capital. The apprehension extends into congress, the agencies and the 
White House. While statistics are in conflict, it appears to be a fact that 4 
million persons looking for jobs are unemployed, and an additional 8 million are 
working only part time. The ranks of the jobless have been increased by about 
1 million persons in each of the last two years. While the number of those out of 
work is considered about "normal" for this country, the 8 million part-time employees 
is a concern that hasn't been fully evaluated. 


























One interested group has suggested that the problem can be solved largely 
on the local level but adds, "such local moves should be supplemented by the 
government's removal of hindrances to business expansion such as the wartime excise 
taxes which are still in effect." And it continues: "We realize that the government 
has heavy obligations, such as national defense and assistance to our allies, 
but high-level employment and national income are the surest sources of revenue to 
all." It wasn't the U.S. Chamber of Commerce or the NAM speaking. It was the 
American Federaiton of Labor! 









































Secretary Dean Acheson's renewal of request for congressional ratification 
of the ITO charter came as something of a surprise, but it now appears he was moving 
solely for the purpose of keeping the issue alive, prevent it from being forgotten 
entirely. Even the State Department head admits that the current international 
trade position can't be improved by the charter, that its terms would be vitiated 
by the necessities of the dollar-shortage countries. 























The United States would be a tongue-in-the-cheek signatory while agricul- 
tural surpluses continue. This nation could shelve the terms of the charter, fix 
import quotas, and effectively take itself out of the international trade organiza- 
tion. Capitol Hill opponents admit ITO has possibilities but prefer, probably 
will insist, it be set aside at least until ECA runs its course. 
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‘ Spain broke into 
the news during 
the past few 
months, it was al- 
ways a kind of re- 
minder that there 
is an unsolved 
problem that 
needs to be at- 
tended to—a problem which, instead of weakening 
the Western World as the Kremlin’s pressure inten- 
sifies, could add to the solidarity and strength of the 
anti-communist forces. 

Spain has a great strategic value for the defense 
in depth, in case of a conflict between the East and 
the West. A prosperous, progressive Spain would be 
an asset to the West because of her natural re- 
sources and reservoir of manpower. On the other 
hand, a weak, dissatisfied Spain, in the grip of a 
deteriorating economic situation, must in the long 
run fall prey to economic and political radicalism. 
After China, the West can ill afford the loss of an- 
other strong position on the periphery of the Eura- 
sian Continent. 

Two developments especially, served in recent 
weeks to call attention to the unsatisfactory relation- 
ship between the Franco Regime and the Western 
Powers. One was a more or less veiled threat that 
Spain was ready to “deal with any country whatso- 
ever,” even her arch-enemy Russia. To what extent 
this move has been dictated by the desperate short- 
age of food and such raw materials as cotton, and 
to what extent it has been an attempt to force the 
West, and the United States in particular, to give 
Spain some help, is difficult to say. 

The other development was the announcement that 
the National City Bank of New York had extended 
to Spain a private short-term loan which, presum- 
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" What Are We Going 
To Do About 
Strategic Spain? 
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ably, like the earlier $25 million loan ob- 
tained from the Chase National Bank of 
New York in February 1949, was covered 
by Spanish gold deposited in London. How- 
ever, like the Chase Bank loan, the National 
City Bank loan is but a stop-gap, the bene- 
fits of which cannot last long. 

Ever since the end of the war, the key to 
the problem of the Western Powers and the 
Franco Regime getting together has been 
largely a question of the terms on which the two 
would cooperate. Before the ‘‘cold war’ got under 
way, the West simply snubbed the Spanish Govern- 
ment; in December 1946, under the influence of the 
strongly socialist Western European governments 
and the satellite countries, the General Assembly of 
the U.N. voted a resolution suggesting that Franco 
should surrender his powers to a “more acceptable”’ 
regime committed to democracy. All U.N. member 
countries were also directed to recall their diplo- 
matic representatives from Madrid. All but 6 mem- 
ber countries complied. 

That was the high-water mark of the collective 
action against the Franco Regime. Gradually the 
sentiment began to change, and the gulf between 
Spain and the Western World started to narrow in 
almost direct proportion to the widening of the gulf 
between the East and the West. Unfortunately, Gen- 
eral Franco was inclined to interpret the greater 
friendliness of the West as a sign of weakness. 
Shortly after the ERP started, the Generalissimo, 
anxious to get some badly needed dollars, misjudged 
the West’s mood by putting a price on his coopera- 
tion—$1.500 million in raw materials and equip- 
ment—which was to be extended over a four-year 
period. 

U. S. Going Slow 


But the United States was not to be stampeded 
despite the fact that quite a number of prominent 
Americans have interested themselves in bettering 
Spanish-American relations and in the inclusion of 
Spain in the European Reconstruction Program. 
The main reason for hesitation on the part of the 
U. S. Government has been the organization of the 
Atlantic Defense Pact which lessened the need for 
bases in Spain. Meanwhile the deteriorating economic 
situation has made Franco less unbending. 

One indication of the changing sentiment in re- 


143 











spect to Spain was last years’ vote in the U.N. on 
extending full recognition to the Franco regime. 
That time, 26 countries voted in favor, and to judge 
by a statement made a few months ago by Secretary 
Acheson, the United States is now also ready to 
support a resolution freeing each power to restore 
normal diplomatic relations with Spain as well as 
to ‘acquiesce in the extension of credits covering 
specific and economically justifiable projects.” 


Strategic Realities 


What is the present status of the bargaining 
position of the Franco Regime and of the Western 
Powers? 

As was already pointed out, the “strategic posi- 
tion argument” which was General Franco’s highest 
trump has lost some of its persuasive power. With 
the rearming of Western European countries, it is 
no longer so certain that the Western armies would 
have to retire behind the protective barrier of the 
Pyrenees. 

This does not mean, however, that Spain has no 
longer any strategic value for the West. On the con- 
trary, Spains’ position at the entrance to the inland 
sea of Europe —the Mediterranean — is of great 
value. Spanish naval bases and airfields would be of 
vital importance for Europe’s defense in depth and 
for launching a counter-offensive. Moreover, Spain 
could probably muster an army of 1,000,000 men, 














[ i “Ke ; ~ Ti eh a en 
| United States Trade with Spain in 1948 and 1949 | 
| (In millions of dollars) 
UNITED STATES IMPORTS FROM SPAIN 
1948 1949 | 
| Olives and other fruits, incl. prep. 17.9 13.2| 
| Olive oil and other vegetable edible oils 32 2.3 | 
| Wines and liquors 2.1 1.9] 
| Spices, drugs, herbs, leaves, roots, etc. yf 1.8 | 
| Cork and manufactures 2.1 1.8 | 
| Sardines and other fish products 8 6 | 
| Nonferrous ore and other metal alloys 9 5| 
Inedible vegetable oils and waxes 3 4) 
| Clay and products A ay 
| Nuts and preparations 1.3 
| Wolfrom and other ferrous alloys 4 23 
| Zinc and lead 8 oh 
| Vegetables, etc. J 2H 
|All other products 3.3 2.3 
Grand Total 34.9 25.5 | 
UNITED STATES EXPORTS TO SPAIN 
Raw cotton 2.3 13.4| 
Vegetable oils (edible and fats) 6.8 
Wheat and grains 3.6 
Vegetable oils (inedible) i 2.2 
Petroleum and products 4.9 a3 
Industrial machinery 3.2 5.3 
Automobile and airplanes 3.6 2.6 
Other machinery 4.3 3.7 
Steel and mill products 8 ey 
Chemicals, pharmaceuticals, dyes, etc. 2a 32 
Grand Total 25.5 50.2 
i 2 Tie | 











who, if well equipped, would be a force to reckon with, 
especially in the defense of their own country. 

But to make full use of Spain’s strategic advan- 
tages and army would cost an enormous amount of 
money. At present there are only three first class 
airports—in Madrid, Barcelona, and Seville. The 
other airfields would have to be rebuilt and modern- 
ized. Similarly, the naval bases at E] Ferrol, Carta- 
gena, Cadiz, and Port Mahon (in the Balearic 
Islands) have great potentialities, but they too 
would have to be enlarged and completely over- 
hauled. As to the army, most of its equipment is a 
hodge-podge of German, Italian, Russian, French, 
and, of course, Spanish equipment obtained during 
the Civil War, some 12 years ago. There has been 
little money—and dollars in particular—available to 
buy any extensive quantities of modern equipment. 

But the strategic value of Spain would be doubt- 
ful, and the money spent on her military rehibilta- 
tion would be largely wasted, if nothing were done 
to remove the causes of growing discontent now 
spreading even to the classes which up to now sup- 
ported the Franco Government in fear of another 
civil war. To do that, the whole Spanish economy 
would have to be overhauled and modernized. The 
cost would probably be not 10 times the National 
City Bank’s loan, but more likely 100 times. 

A part of this cost would probably be borne by 
the Spanish people themselves, once the vicious circle 
in which the country has been caught is broken. 
Also, in view of the rapidly expanding population— 
despite the Civil War, Spain has over 28 million 
people, or 3 million more than in 1936—and the need 
for the conservation and development of her re- 
sources, Spain is one of the countries logically eli- 
gible for “Point Four” funds. 

Spain has been caught in a vicious circle ever sinc: 
the end of the Civil War. The Franco Regime has 
made a number of attempts to extricate the country. 
But either the times were inopportune, as during 
the war, or there was no money, or there were set- 
backs in the form of droughts and crop failures. 
After every setback, the grip of the vicious circle 
got tighter, and the accompanying inflationary 
spiral higher. Just now, the country is passing 
through another such setback arising from the 
drought last Summer. The refusal of President 
Peron—because of Argentina’s own troubles—to ex- 
tend a credit for the purchase of wheat to meet 
Spanish ration requirements has made the situation 
worse. And the devaluation of the peseta and the 
growing competition in world markets have not 
made things easier. 


Food Production — Root of Troubles 


The root of Spain’s troubles and the place at 
which the vicious circle needs to be broken is the 
production of food. Although the country has today 
some 3 million more mouths to feed than in 1936. 
the cultivated area is at least 10 per cent smaller. 
and yields are from 20 to 30 per cent lower. The 
production of the chief staples, wheat and potatoes, 
is less than 60 per cent of what it was prior to the 
Civil War. The reason for this? Ever-recurring 
droughts, and shortages of fertilizers, draft animals. 
and farm equipment, all the aftermath of the Civil 
War. 

But the antiquated methods of farming, the sur- 
vival of the feudal rent system, forced deliveries of 
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Spain — Economic and Financial Statistics 
Industrial Foreign Trade ‘Currency Bank Wholesale Cost of Stock Peseta(d) Gold 
Production _Imports Exports Notes Deposits Prices Livin Prices No. of Ptas (000,000 | 
(1940=100) (millions of peset.) {billions of peset.) 137=100 July'36=100 June'36=100 perdollar dollars) 
1937 .. y een eee ; 92 : 100 10.7 
1946 ..... 115 302 266 22.8 35.8 319 361 194 16.8 It 
1947 ... Ht 396 306 26.0 42.3 373 424 261 16.8 Itt 
- 110 470 361 26.5 45.0 400 453183. 168 I 
1949 
| March . = 119 500(b) 444(b) 25.0 45.3 414 468 160 27.4 101 
| June < : 113 492(b) 400(b) 24.9 48.0 422 473 141 27.4 85 
| September 114(a)  472(b) —-304(b) 26.1 49.1 433 480 155 27.4 85 
|December a 48(b)—388(b) 285 ABA 500149) 39-4 
(a)—July 1949. (c)—November 1949. 
| (b)—Quarters, at annual rate. (d)—The lowest preferential rate. 
food to the Government, speculation and profiteer- metals. Railway equipment and motor vehicles 


ing, and finally insufficient highway and railway 
transportation have all been important factors con- 
tributing to the distressing food production situa- 
tion. It has happened on a number of occasions that 
one province would have a burdensome surplus of 
olive oil, while another had wheat to sell. Yet, be- 
cause of profiteering, and because the patched-up 
railway system, desperately short of rolling stock, 
was unable to handle the traffic, the surpluses re- 
mained undistributed. 


Inflation and Food Purchases Abroad 


Food shortages on one hand, and the heavy bud- 
getary deficits incurred largely to pay for the Civil 
War devastation and to pamper the Army into loyal 
support of the Regime, have provided ideal condi- 
tions for inflation. Last December, as the reader will 
see from one of the accompanying tables, the official 
cost of living index touched 500 (July 1936 — 100) ; 
unofficially the prices were much higher. And the 
inflationary spiral continues to spin. There is no 
need to add that it has been the fixed-income people, 
the factory workers, and the middle class that have 
been hard hit. Their standard of living has been 
steadily declining, while the conditions in the neigh- 
boring countries, profiting from the ERP, have been 
steadily improving. Many people within Franco’s 
Government ranks are disturbed by the dangerous 
drift of affairs, and are pressing for a more concilia- 
tory policy toward the United States and the West. 

Indirectly the shortage of food is also impeding 
industrialization, and is distorting foreign trade. In 
the first place, the low farm production keeps down 
the level of Spanish exports, the bulk of which have 
consisted of specialized agricultural products such 
as olive oil. Second, in order to keep the bread ra- 
tions even at a minimum level, precious foreign ex- 
change has to be used for purchases of food at the 
expense of industrial raw materials and equipment. 

The need for re-equipment and modernization of 
Spanish factories—textile mills, steel plants, food 
processing plants, and mines—ranks only second to 
the needs of agriculture. A few months ago, the 
Minister of Industry went on record that Spain 
needed at least 20,000 tractors and plant equipment 
sufficient to produce at least 100,000 tons of nitrog- 
enous fertilizer. In the second most urgent category 
was placed electric generating equipment (Spain 
does not produce sufficient coal for her require- 
ments), steel mill equipment, steel scrap and other 
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ranked third in importance and urgency. According 
to a national survey made by the Banco Urquijo, the 
leading bank, Spain could use some $800 million 
worth of industrial equipment alone. 

On the surface then, U. S.-Spanish trade poten- 
tials are substantial. We have surpluses of practi- 
cally everything that Spain needs: industrial ma- 
chinery, electrical equipment, tractors, raw cotton, 
wheat, mules (Spain needs 100,000), ete. But unless 
we would buy considerable more from Spain than 
we do now, the dollars for these purchases would 
have to be appropriated by Congress. Bills with that 
in view have already been presented. Otherwise the 
money could come either from the International 
Bank (Spain is not a member, however) or the 
Export-Import Bank, which up to now has con- 
sidered Spain a poor credit risk. 

Otherwise, except for the short-term bank loans 
against which gold is held as collateral, the flow of 
private capital to Spain will probably be exceedingly 
slow. There are a number of small cotton textile 
mills and chemical and mining enterprises that 
might provide sound investment outlets. On the 
other hand, the forced liquidation last year of the 
partly American-owned Barcelona Light and Power 
Company was highly discouraging. 

Still another discouraging factor is the way for- 
‘ign trade is transacted in present-day Spain. There 
are no business secrets; all foreign transactions are 
licensed. The volume of business does not depend 
upon experience, drive or ingenuity, but largely upon 
whom one knows in the Ministry of Commerce. 
Moreover, the complicated multiple currency sys- 
tem is a riddle in itself. 


The Currency Muddle 


This is what the London Economist has to say 
about it: “One hundred pesetas can stand for any- 
thing between $1.40 and $7.00. It all depends on 
who receives and who pays for the goods in ques- 
tion: a fixed rate of exchange does not exist. The 
cambio (Spanish term for a rate of exchange) has 
more than a hundred different values. Every com- 
modity, either imported or exported, has a different 
rate of exchange, and it often happens that the same 
commodity has a rate of exchange varying by as 
much as 75 per cent, according to the firm which 
figures as exporter on the invoice or bill of lading. 

“This rate of exchange, which is the key to any 
business transaction, is. (Please turn to page 176) 
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n o judge from numerous inquiries we receive, 
there are many investors with surplus funds at their 
disposal, who regardless of generally high stock quo- 
tations desire to put their money to work. The basic 
aim in such cases is to fortify portfolios with sound 
equities for long range retention—of a quality that 
will assure steady income despite economic changes. 
Additionally, as might be expected, hope of eventual 
appreciation influenced by growth factors is com- 
monly expressed. 

In order to meet these requirements, we have ex- 
amined a number of industries to select those with 
inherent stability, or so essential in our economy as 
to hold strong promise of rather speedy recovery in 
the event of any recessive periods. From these we 
have chosen four concerns whose time-tested records 
reflect vigorous growth and efficiently managed oper- 
ations. Impregnable financial positions, diversified 
output, strong assurance of well maintained divi- 
dends, have also led us to choose these situations as 
being well qualified for our special purposes. 

Not overlooked in our study has been the element 
of current yield. While based on 1949 dividends and a 
recent price, the return var ies for the four equities, 
in no case is it less than 4.8%, and for the group as 
a whole averages 5.8%. This suggests that investors 
consider the advisability of including the four stocks 
as a “package” in conservative portfolios, if so de- 
sired and when a purchase seems timely, although 
this should not preclude individual commitments in 
any of the four equities. 

Among the most stable industries, manufacturers 
of pharmaceuticals, nutritional products and proprie- 
tary medicines enjoy an especially high rating. Under 


nearly all economic conditions, such items commanda ! 


top place in family budgets and this is true on a world- 
wide scale. Because of American Home Product’s 
strongly entrenched position in the field and its 
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notable progress for many years past, we have se- 
lected it shares in our study. 

No form of enterprise has become more firmly en- 
trenched in the American scene than the big mail 
order houses, especially those with large chains of 
retail stores to supplement their catalogue business. 
Montgomery Ward & Company, second largest in its 
field, enjoys a strong position on a nationwide basis, 
and has built up a large and dependable business. In 
our view, the company’s shares deserve a place in 
conservative portfolios. 

Manufacturers of electrically operated products 
and public utility equipment should continue, as in the 
last half century, as a major influence in all forms of 
industrial growth. Fully sharing in the over-all prog- 
ress of the economy has been General Electric Com- 
‘pany, whose illustrious record speaks for itself. Both 
through research and extensive product diversifica- 
tion, this concern is strongly situated to maintain its 
notable growth record and we have accordingly 
chosen its shares. 

Science and experience have so expanded the 
numerous advantages and the use of paper products 
in competition with those made of other materials, 
that per capita consumption has grown steadily. Due 
to their expendable character, the replacement de- 
mand for these items assures unusually stable volume 
for the dominant manufacturers. International Paper 
Company is so well integrated and its faciilties have 
been so extensively modernized that its prospects 
seem very bright. We have therefore included the 
common stock of the company in our selection. 

On following pages we present statistical data and 
brief comments to support our views that the four 
stocks we have selected adequately measure up to the 
standards we have set. 
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AMERICAN HOME PRODUCTS CORPORATION GENERAL ELECTRIC COMPANY 
7e se- BUSINESS: Company is one of the leading producers of pharmaceutical, BUSINESS: Company operates seven divisions, each broadly diversified, 
nutritional and vitamin products, with diversification effected by output of to cover the entire electric manufacturing field, from complete utility power 
ly en- proprietary drugs, dentifrices and cosmetics. plants and their components to electric locomotives and a long list of home 
: : : , appliances, including televisio ; 
mail OUTLOOK: The current upsurge in confidence over general business con- PP heidi aciaainaiaaa ina 
ns of ditions, reflected by increased inventory accumulation by dealers, en- OUTLOOK: The management of General Electric Company is quite opti- 
ast hances volume and earnings potentials for this aggressive concern. mistic over the 1950 outlook, following a year when sales of $1.61 billion 
ness. Worldwide emphasis on health and nutrition, combined with large scale were only 1.2% below 1948 despite price reductions that averaged 5% in 
in its promotional activities by the company, enabled it to expand both volume 1949. The company has started the current year with a large backlog of 
basis, and earnings to new peaks in the year of general unsettlement just past. orders for public utility equipment that assures capacity operations in that 
ss. In Under more stable conditions that are now presented, there is little to division for at least a year to come. Presently, output records are being 
‘gee suggest that further growth by this dynamic company will not be attained _ established for television and radio sets as well as for refrigerators, a pace 
ace in in 1950. To meet heavier competition in foreign countries and to help that soon may be followed by electric ranges and irons. Volume of $418.4 
overcome currency problems, steps are under way to enlarge facilities million in the first quarter of 1950 was 2% higher than in the same 1949 
yducts overseas. On the home front, a number of new products will be introduced period. More importantly, the company's net profit margins in the first 
in the in the current year to supplement well established other lines. Lower cost three months have expanded to 8.8% of sales from 6.5% in the related 
é f of raw materials should continue to stabilize or widen profit margins, as 1949 period, with the result that the recent quarter was the most profitable 
‘ms 0 was the case in 1949, since good cost controls have served to hold general _in a long experience, reaching $1.28 per share. To engender optimism over 
prog- operating expenses at a rather steady level. The company’s extensive re- _ the full year's potentials, incoming orders for heavy equipments in the 
-Com- search activities and emphasis on quality should consistently keep it to the first quarter were about 25% higher than a year earlier, and backlog 
. r front in expanding market potentials, as for many years past. American orders for almost a million home appliance items were of record propor- 
. Bot P 1g P ) ei P PP . sdbap prop 
ai fion Home Products financially was never so strongly situated as at present. tions. On the whole, the management holds to earlier predictions that 1950 
Suica- Through the reinvestment of undistributed earnings, working capital has will prove to be a better year than 1949 in practically every respect. A 
ain its tisen to about $50 million and a current ratio of 3.8 attests to a very com- steadily improved financial condition has enabled General Electric to 
dingly fortable financial position. retire $125 million of indebtedness within less than a year’s time. 
DIVIDENDS: For more than 23 years, monthly dividends have been paid DIVIDENDS: Payments have been made without interruption for 51 years 
the regularly, in recent years with an additional extra at the year end. The and totaled $2 per share in 1949. This year they may total $2.40 at recent 
oducts outlook points to total payments in 1950 equal to at least the $1.70 per increased quarterly rate of 60¢. 
‘erials, share paid in 1949, MARKET ACTION: Recent price—48 compared with a 1950 range of high 
; : 3 3 ; eR Serrceia 
hig Due MARKET ACTION: Recent price—34!/4 compared with a 1950 range of —48%;4, low—41 ¥. Indicated dividend yield is 57%. 
ont de- high—3434, low—3134. Based on 1949 dividends the current yield is 5%. 
volume COMPARATIVE BALANCE SHEET ITEMS 
| Paper COMPARATIVE BALANCE SHEET ITEMS mcner tie 
15 have Sener et, 1940 1949 Change 
1940 1949 Ch ASSETS (000 omitted) 
ospects ASS i ae iia hia a ideals dieertint $ 42,951 $ 58,282 +$ 15,331 
ETS (000 omitted) i iti 66,580 264,147. + 197,567 
led the Cah r 9 Marketable Securities ... ’ ’ t , 
ec WOON evo caldvecetpcs hacsd eck dtu up tees saunonnedavenitenees $ 2,783 $12,381 $9,598 Receivables, Net .........:..ccccc000-- 44,439 136,279 + 91,790 
Marketable Securties «0.0.00... 30 16,770 TF EGAOe eg osu ss sa sseoccens. 88,413 192,754 + 104,341 
n. Recebucaises, MOE os cosccsscs.secesscsesscsessnsoes 3,162 13,342 +- WONG  Guecvence dake. pave 29,641 -+ 29,641 
ata and NOM OMI REG fer ee aye acasec ci Cav cs ecer sexes tax ined 6,542 23,913 + 17,371 TOTAL CURRENT ASSETS.... 242,433 681,103 -+ 438,670 
; Other Current Assets.............c:cseeieees 97 357 260 = plant and Equipment................-.- 212,651 639,145 + 426,494 
1e foul TOTAL CURRENT ASSETS... 12,614 66,763 54,149 Less Depreciation .......... 171,150 367,704 + 196,554 
» to the Plant and Equipment........ 5,961 34,583 28,622 = Net Property ........ 41,501 271,441 + 229,940 
less Depreciation ...... 1,740 11,733 9,993 investments . 159,664 -+ 16,651 
ey --- 4,221 _—_ Te eee ONE AERIS on anncensnceeeenee faa 59,071 50,456 
ther Assets ... 457 94 + 2,4 1,171,279 +$735,717 
Lda ES arene nene Races $17,292 $92,560 -+-$75,268 an ae $ ; 
LIABILITIES 
LIABILITIES Accounts Payable ...........c:ccccccseseeeeees $ 11,664 $ 55,823 +$ 44,159 
. PATINA CUOMO 5565 sssci5scsssicccvconscncess $ 1,831 $ 9,400 +$ 7,569 ps Se earn 7,787 200,073 + 192,286 
I ae 551 386 —_ 165 Accrued Taxes ... 48,433 dani — 48,433 
= ® Accrued Taxes ...........0...005 2,044 7,423 + 5,379 Other Current Liabilities.. ee 10,416 31,723 + 21,307 
TOTAL CURRENT LIABILITIES.. 4,426 17,209 + 12,783 TOTAL CURRENT LIABILITIES.... 78,300 287,619 + 209,319 
OUI os cis iesecdicesessssss 1,615 2,867 + 1,252 Reserves ............. ne 36,261 89,798 + 53,537 
REE TEMMNUNIING 55. ccsscccssaveccseckevesecveswcn seventies 802 802 Other Liabilities . 12,363 32,331 + 19,968 
Funded Debt .. 2,483 13,370 -+ 10,887 Notes Payable ....................... aa 144,500 + 144,500 
MR roe eS co pcun eck vineccs 807 3,858 + 3,051 Common Stock ... 180,287 Co ee 
hs ES ED eR Orn enn 7,961 54,454 + 46,493 | ae .» 128,351 436,744 + 308,393 
ETL, EOAMIRUTIEG: ....5..cessceccencseccssesssesns $17,292 $92,560 +$75,268 TOTAL LIABILITIES ... ... $435,562 $1,171,279 +$735,717 
WORKING CAPITAL ..................c0:c00008 $ 8,188 $49,554 +$41,366 WORKING CAPITAL .... - $164,133 $ 393,484 +$229,351 
OMERMOET RATIO o.ccces.eccsesscssscsscccoassesenss 2.8 3.8 + 1.0 IN INI occ c acces cocctsieusavcncscdvanvaes 3.1 2.3 —_ 8 
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INTERNATIONAL PAPER COMPANY 


BUSINESS: Company and its subsidiaries comprise the largest papermak- 
ing organization in the world. Operations are fully integrated and output 
includes a wide range of newsprint, kraft papers and boards, multi-wall 
sacks and bond papers. 


OUTLOOK: Near completion of a large postwar expansion and modern- 
ization program places IPC in a strong position to meet all demands and 
to operate most efficiently under highly competitive conditions. Produc- 
tion of newsprint in modern facilities in Canada, adjacent to low-cost 
timber supplies, should enable the company to maintain satisfactory mar- 
gins in this division, as heavy demand for this product should continue in 
the United States and prices will likely remain firm. Similar factors enhance 
the outlook for production of kraft papers and boards, as well as of ship- 
ping containers, sales of which have become increasingly important in the 
over-all picture. These operations are conducted largely in the South where 
supplies of fast growing pine timber are available and the mills are strictly 
up-to-date in efficiency. Now that International Paper has completely re- 
tired all funded debt and the bulk of its preferred stock, earnings on its 
common shares should be far more stable than formerly, and while they 
may continue at a level well below the postwar peak, they should still be 
considered very satisfactory. Since inventory losses in 1950 should be 
smaller than a year earlier and they could be substantially absorbed by 
special reserves of $18 million, the company should earn at least the $7.12 
per share reported for 1949, if demand holds up as well as now seems 
probable. Working capital of $97.2 million seems ample for all require- 
ments. 

DIVIDENDS: The greatly improved status of International Paper Company 
encourages confidence in dividend stability. Quarterly payments of 62!/2 
cents per share should at least be maintained and may be supplemented 
by a year-end extra with probable total disbursement of not less than $3. 


MARKET ACTION: Recent price—40 compares with a !950 range of high— 
41'/g, low—33¥g. The current yield is 6.2%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31, 


1940 1949 Change 
ASSETS {900 — 
0 ee ‘ $ 18,032 $ 30,708 +$ 12,676 
Marketable Securities ‘...... peenckehe'= “SMe 12,248 12,248 
Receivables, Net ........ oo a , 14,337 25,748 + 11,411 
Inventories ... ; 5 ; 39,758 41,544 + 10,786 
Other Current Assets. : 13,323 + 13,32 
TOTAL CURRENT ASSETS 63,127 123,571 60, 444 
Plant and Equipment... 200,520 307,130 + 106,610 
Less Depreciation 65,870 154,006 + 88,136 
Net Property 134,650 153,124 18,474 
Woodlands % Other Assets 33,340 68,995 + 35,655 
TOVAL ASSETS . $231,117 $345,690 +$114,573 
LIABILITIES 
Accounts Popetie euecaeehs $ 5,310 $ 10,653 +$ 5,343 
Accruals salable 3,297 7,799 -t- 4,502 
Accrued Taxes ....... 8,807 7,885 a 922 
Other Current Liabilities Te ae a 5,499 
TOTAL CURRENT LIABILITIES 22,913 26,337 ot 3,424 
Reserves .... 2,370 44,071 + 41,701 
Cap. from Pfd. Stock Conv. rh euhite 40,430 + 40,430 
Funded Debt * SF! ae - 52,072 
Preferred Stock .......... 94,116 23,000 - 71,116 
Common Stock ........... 27,349 53,400 + 26,051 
Surpius htt ; 32,297 158,452 - 126,155 
TOTAL. LIABILITIES .... Galen $231,117 $345,690 +$114,573 
Wee CAPITAL. ...........-.000c000000.,0050005 $ 40,214 $ 97,234 +$ 57,020 
CURRENT RATIO... Sobel cake 2.7 4.6 a 1.9 
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INTERNATIONAL PAPER IP } ‘MONTGOMERY WARD M : 
je. : a —_}—__} —_ — = 2 ——|Price Range 
Newsprint Mail Oraer & Chain Stores : 1 : : 1929 - 1935 
: : : : : : High — 1563 
0 Low - oy 
2a H : 
————|Funded Debt: None - ii — Funded Debt: None ——Hi-Tp 
; —jShs. $4 Pfd: 230,000 - no par | = ft ty Shs.$7 Cl A: 201,554-no par — a : 
: i —jShs. Common; 3,560,000 = $15 para tf Shs.‘ Common: 6,502,378 - no par : 
—Fiscal Year} Dec.” 31 atte Fiscal Year: . Jan." 31 — +f 
naa 7s : rive : : Shit : ; 
: : Hit tt 7 : : 
3 nye ht 7 
—— — F t Ht bd hl t : Th. Vi ; — 
—| : —+ Ht et = 
I = 15 ht fet —— 
— au =. - Haat : : 
a7 ——+-— = | o ( ORL | D eg 
— nn tit 10 |= ft — —H —S=> 
“Hi ee iit =n = 
ae t i “a wall 5 iat : 
i T ALOFT t 1) ra a 
4 4 4 
4 jl uJ > : } 
+ THOUSANDS OF SHARES THOUSANDS OF SHARES — 
om T 330 ae | 
4 4 1 2 = . J = 
ack. rn n : J : : + oar ; : . " : ory : : 
ilies dasa anal hits aulibits * 5 1 ites d tasadl salad tessial siita Tiaht Lisl tialts 
1939 | 1940 | 1941 | 1942 | 1943 | 1944 | 1948 | 1946 | 1947 | 1948 | 1949 | 1950 1939 | 1940 | 1941 | 1942 — ea4 | 19485 | 1946 | 1947 | 1948 
.07 3.03 3.18 87 1,03 1.04 1.05 | 3.99 1.51 8.36 1.12 FAR] §4.9] | 4.14 4.01 3.65 3.69 | 3.81 4,13 6,29 | 8.86 | 10,28 
- : - - - - - 1.50 2.00 2.50 2.50 OWv. 2.00. | 2.0 2 2 2.00 2.00 2.00 | 3.00 3.00 
| 35.6 40.2 44.4 | 56.9 64.5 71.1 65.4 | 63.0 68.0 | 85.9 97.21%: Mil i 136.5 148.8 |163.4 | 200.3 | 212.0 | 222.0 | 240.6 | 333.1 |366.6 | 412.9 

















MONTGOMERY WARD & COMPANY 


BUSINESS: From a modest beginning in 1872, this enterprise has become 
the second largest merchandising operation in the United States, with 
more than 600 department stores located throughout the country and a 
very large catalogue mail order business. 


OUTLOOK: Montgomery Ward & Company is strongly situated to exploit 
nationwide retail markets because of its huge purchasing power that en- 
ables it to offer a wide range of goods at attractive prices. This is espe- 
cially true of its department store business that has grown to account for 
about two-thirds of total sales, although the mail order division should 
continue highly popular with customers in more remote rural sections. In 
reflection of larger national income and alert merchandising policies, 
volume in 1949 topped a billion dollars for the third consecutive year in 
contrast to $474 million a decade earlier. Offerings of a long list of both 
soft and durable goods adequately meet the needs of most customers, and 
large scale extension of time payment terms should tend to stabilize 
volume. From an operating view, the company enjoys several favorable 
potentials in 1950, especially since inventories had been reduced $32 
million at the start of the year and no drastic mark-downs seem likely in 
the near term. Despite sizable inventory adjustments in 1949, the company 
still carries $26 million reserves against future losses. Good cost controls 
should moderately widen margins in the current year. Because Montgomery 
Ward has been very conservative in avoiding a large postwar expansion 
program, its financial position has become exceedingly strong, with work- 
ing capital at a peak of $452 million and a ratio of current assets to 
current liabilities of 5.7 to I. 


DIVIDENDS: Except in highly recessive years, dividends have been paid 
regularly since 1926, at least. Prospects that net earnings will amply cover 
total dividends of $3 per share this year, as in 1949, are bright. 


MARKET ACTION: Recent price—5334 compares with a 1950 high of 59 
and a low of 53!/4. Based on 1949 dividends, the current yield is 5.5%. 


COMPARATIVE BALANCE SHEET ITEMS 
January 31, 
946 








1950 Change 
ASSETS (000 omitted) 
RMR yack sce a cxcssocieaeneeee : ; .. $ 14,396 §$ 24,780 $ 10,384 
Marketable Securities . ' os 105,435 105,435 
Receivables, Net ........... 78,880 178,299 99,419 
Inventories .. 96,324 227,210 130,886 
TOTAL CURRENT ‘ASSETS 189,600 535,724 346,124 
Plant and Equipment... 78,779 77,968 - 811 
Less Depreciation .... 28,931 43,115 14,184 
Net Property ......... 49,848 34,833 14,995 
Other Assets ...... 12,388 18,508 + 6,120 
TOTAL ASSETS .......... $251,806 $589,085 +-$337,249 
LIABILITIES 
Accounts Payable $ 21,797 $ 42,751 +$ 20,954 
nt ER SA pexkexe 8,079 19,031 10,952 
Accrued Taxe ‘ 10,829 32,404 21,575 
TOTAL CURRENT LIABILITIES. 40,705 94,186 +. 53,481 
II oincnccesvccsnastbobvieicmeve 1,132 26,000 + 24,868 
Capital Stock 149,288 231,386 + 82,098 
AUS os casscsestnccee ant sin pe 237,513 +. 176,802 
TOTAL LIABILITIES ....... . $251,836 $589,085 -+$337,249 
WORKING CAPITAL .............................. $148,895 $441,538 +$292,643 
RUE MN BEND Seo cenny chs do ecehscrenssteosccenvers 4.6 57 -t 1.1 
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By STANLEY DEVLIN 


_Aithough more abundant supplies have in- 
duced keener competitive conditions, the outlook for 
distillers is improving and representative companies 
show promise of reversing the earnings downtrend 
evident in recent years. Chief sources of encourage- 
ment are found in maintenance of high level of dis- 
posable income, gradual tapering of production costs 
and notable absence of price-cutting in the face of 
inventory expansion. 

Probably the industry’s greatest hope for solidi- 
fying its relatively high wartime earnings experi- 
ence is to be found in increasing public preference 
for widely advertised brands. With the aid of legis- 
lation enabling distillers to maintain prices on their 
products, public acceptance of a comparatively few 
brands has been encouraged. Progress in this direc- 
tion was accelerated during the war when principal 
distillers bought up smaller competitors to acquire 
aged inventories, and discontinued numerous local 
brands. As a consequence, consumption has been 
concentrated in a comparatively small number of 
popular blends. 

This transformation has been likened to the man- 
ner in which the tobacco industry eliminated numer- 
ous small competitors a generation ago through ac- 
quisition of inventories and discontinuance of un- 
publicized brands. Thus as in the case of cigarettes, 
it is estimated that more than 85 per cent of brand 
names known in the distilling industry ten years ago 
have disappeared. 

As a consequence of absorption of small competi- 
tors, the leading four distillers now account for 75 
to 80 per cent of distilled spirits’ sales, against per- 
haps 60 per cent before the war. Moreover, ten years 
ago, the five most popular brands probably accounted 
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for no more than 20 per 
cent of consumption, com- 
pared with an estimated 
40 to 45 per cent last year. 
Twenty leading brands ac- 
counted for about 75 per 
cent of sales last year, it 
is estimated, against 40 
| per cent or less before the 
' war, and of these 20 


é) ‘ Increasing Competition brands, all but three are 


, among those produced by 

the four major distillers. 
With industrial condi- 
tions improving, affording 
a basis for a generally 
high level of disposable in- 
come, distillers should fare 
well in coming months. As 
suggested previously, a 
high percentage of pro- 
duction and distribution 
has fallen into a few strong 
hands and, although com- 
petition promises to be- 
come increasingly keen, 
there is little fear of ruin- 
ous cut-throat competition 
which undermined the 
business before prohibi- 
tion. Promotional expenses 
are likely to be maintained 
* at a high level in an effort 
to strengthen the position 
of branded lines, but other 
major elements of cost 

seem likely to be readily controlled. 

Prospect for at least a moderate recovery in con- 
sumption this year is counted upon to reverse the 
downtrend in earnings. Thus far, sales have eased 
slightly from corresponding months last year, but a 
more favorable comparison is anticipated later in the 
year. Meantime, costs have dropped for those dis- 
tillers which had been compelled to buy aged whiskey 
from competitors in order to replenish their own 
meager supplies during and immediately after the 
war. Their own postwar inventories have been matur- 
ing since last summer, thereby diminishing reliance 
on bulk whiskey purchased from others. This factor 
should contribute to a better showing for Distillers- 
Seagrams and Hiram Walker-Gooderham & Worts. 


see 





Prices — Demand Trends — Inventories 


Aside from the probability of price stability and 
moderate improvement in demand, the distilling in- 
dustry should benefit from gradual reduction in in- 
ventories and corresponding strengthening in finan- 
cial positions. This development should afford an 
opportunity for some companies to adopt a more lib- 
eral dividend policy. Prospect for abundant grain 
supplies is favorable in the matter of raw materials 
costs. Labor conditions generally are satisfactory, 
since manual labor is not too important in distilling— 
which essentially is a chemical process. In general, 
therefore, cost aspects are reassuring. 

The unpromising outlook for a reduction in excise 
taxes is the industry’s chief unpleasant factor. Al- 
though final decision on tax adjustments is not antici- 
pated for another few weeks, Washington observers 
have held out little hope that wartime levies on dis- 
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tilled spirits would be modified. The only encouraging 
aspect is the apparent agreement in Congress that 
excises have reached an economic ceiling. There seems 
to be little doubt that taxes have forced retail prices 
for whisky to such a level that consumers again are 
turning to bootleg sources. Although the Bureau of 
Internal Revenue is conducting a vigorous campaign 
against illicit alcohol producers, industry authorities 
feel that competition from bootleggers is becoming 
more potent than at any time since repeal. 


Spending Trends 


Another adverse factor, so far as the distilling in- 
dustry is concerned, is the decline in the proportion 
of disposable income spent on entertainment, amuse- 
ments and alcoholic beverages. This trend has been 
evident since the postwar boom of 1946 which was 
marked by an inclination to “celebrate” end of war- 
time restrictions and heartaches. Perhaps a growing 
appreciation of family responsibilities, reflecting 
establishment of a record number of new homes, 
helps explain curtailment of expenditures in taverns 
and other night spots. 

In any event, there is no denying that the propor- 
tion of income devoted to household furnishings, auto- 
mobiles and other consumer-durables has mounted 
while the ratio spent on pleasure has dropped. There 
were indications late last year, however, that the 
drop in expenditures for distilled spirits may have 
run its course, suggesting that the ratio of dispos- 
able income for this category might be no lower in 
1950 than last year. 

Moreover, settlement of the excise tax question 
shortly should spur demand for whiskey. There seems 
little doubt that consumers have been reducing in- 
ventories to as low a level as possible in the hope that 
prices might be lowered either as result of excise cuts 
or in connection with old-fashioned “price wars.” 
Hope of price competition among dealers seems to 
have been dissipated by recent legislation in New 
York State, however, and this development may 
stabilize conditions elsewhere. 

Regardless of whether one approves social drink- 
ing, there seems little doubt but that it is gaining 
headway in the nation. Whereas alcoholic beverages 
were outlawed at college functions a generation ago, 
before prohibition, for example, nowadays it is com- 
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mon practice to hold cocktail parties in fraternity 
houses on special occasions and it is not unusual at 
high school dances for the more sophisticated students 
to partake of something stronger than ginger ale. In 
fact, drinking in the home among young people no 
longer is regarded as “disgraceful’’—as it would have 
been three decades ago. Significance of this change, 
it seems, is a prospect for steady rise in per capita 
consumption of distilled spirits. 

In the years immediately preceding prohibition, 
records indicated consumption was holding fairly 
stable at about 1.43 gallons per capita annually. After 
repeal this ratio rose, particularly during the war, 
and reached a peak in 1946 at 1.64 gallons per capita. 
Total consumption declined sharply in succeeding 
years—from 231 million gallons in 1946 to 170 mil- 
lion last year—and the ratio fell to 1.14 gallons for 
each of an estimated 150 million persons. As pointed 
out, this ratio seems more likely to rise than to drop 
further, and from the standpoint of the distilling in- 
dustry it holds out the promise of increased consump- 
tion this year as well as in years to come. 

That the industry is well situated to supply require- 
ments is indicated by the fact that stocks in bonded 
warehouses reached an all-time peak this year at 
more than 615 million gallons. This compared with a 
previous high before the war of 510 million in 1942 
just prior to suspension of alcohol production for bev- 
erage purposes. Even allowing for evaporation, 
which averages about 5 per cent annually over a 
four-year aging period, supplies should be more than 
adequate for blending purposes. So-called straight 
whiskey and bottled-in-bond stocks remain relatively 
scarce and high priced. But the industry’s excessive 
plant capacity removes any threat of real scarcity. 

As a matter of fact, probably one of the chief de- 
fects in distillers’ shares as investment media is the 
potential threat of ruinous competition stemming 
from overproduction. As pointed out previously, this 
danger seems more imaginary than real because a 
high proportion of the industry has been gathered 
into so few hands. In any event, capacity has been 
estimated at as much as 900 million gallons annually, 
compared with about 435 million gallons before the 
war. 

Expansion resulted primarily from construction of 
four Government-financed plants during the war. 
With production holding at a peak of 24 hours daily 
seven days a week, it is possible to produce more than 
four times the indicated annual consumption of only 
about 175 million gallons. Even record consumption 
of 231 million gallons in 1946 fell far short of what 
the industry could supply. Hence, operating periods 
are being curtailed to produce substantially only 
enough to maintain inventories at satisfactory levels. 


Fair Trade Laws 


Although consumption is perceptibly below what 
was regarded as fairly normal volume during the war, 
and price reductions conceivably might stimulate 
drinking, neither the industry nor Government 
authorities are anxious to spur consumption. This 
attitude explains efforts to legalize and enforce so- 
called “fair trade” laws under which distillers are 
permitted to establish fixed prices for whiskies. 

While it is admitted that this policy prevents cut- 
price sales that featured retailing of liquors soon 
after repeal, and undoubtedly enables producers as 
well as distributors to maintain better profit margins 
than would be possible in open competition, public 
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at Comprehensive Statistics Analyzing Position of Leading Distillers 
nts Brown- Walker- 
In Figures are in million dollars, except where American Forman Distillers National Publicker Schenley Gooderham 
no otherwise stated. Distilling Distillers Seagrams Distillers Industries Industries & Worts 
ive CAPITALIZATION: 
ge, Long Term Debt, Stated Value....................cccccccsscessessesneeseeee $162.0 $12.5 $98.0 $40.0 $25.3 $125.0 $16.7 
ita Preferred Stocks, Stated Value.......................ccccccccceccceeerseee | saeeeees eee eee ye OE. Oe, edges 
Common Shares (000 omitted) .........0.....0ccccccccccceeseeseeseseeeeee 250 588 8,769 7,977 2,324 3,600 2,896 
on, Total Capitalization ...........ccccccscccsccccsescscsesseseecsvsesvsvessseseeetees $167.0 $25.8 $115.6 $99.5 $45.2 $131.3 $34.0 
rly INCOME ACCOUNT, For Fiscal Year Ended...................c0000000 9/30/49 4/30/49 7/31/49 12/31/49 12/31/49 8/31/49 8/31/49 
ter a as it cased $17.3 $42.5 $726.9 $362.4 $110.5 $461.8 $294.1 
ar, Depreciation, Depletion and Amortization............................ $.2 $.5 $2.0 $2.5 $2.0 $4.4 $2.0 
ta. LEE LET A TR $.5 $2.6 $24.9 $15.4 $1.6 $15.7 $17.6 
ing Net Available for Interest.................ccccccccccccscseseeessseseseseeeees $1.3 $7.0 $39.4 $41.2 $4.5 $43.0 $24.5 
ail- Interest (Bonds and Long Term Debt) .................cccccecceseeeeeee $.1 $.3 $2.5 $.9 $1.7 $3.0 $.6 
for Preferred Dividend Requirements.....................:.c.cccccccccseeesses see eeees WA veces «= “sas cae SM eccecase: «© Seaptgaes 
ted aeninee Cee GANNON. ances sccnencccesnsncoeccevesecevecnsnsosnenseveses $.8 $3.3 $34.7 $24.1 $.8 $24.2 $23.6 
rop RDemE REEL INGN MRC CIID <o65co= cass soca cossvacS soa secess co scabessetedebdevsoavecheavats 2.5% 16.6% 8.6% 10.4% 4.1% 9.3% 13.9% 
in- EO Re ETRY ee 1.5% 8.9% 4.7% 6.6% 1.0% 5.2% 8.0% 
np- Percent Earned on Invested Capital................00.c.cccccceeceseseees 5.2% 21.0% 16.5% 14.6% 1.5% 12.8% 19.0% 
: Earned Per Common Share.....................ccececcccceececeeeeeseesseetees $3.45 $5.69 $3.96 $3.03 $.34 $6.73 $8.19 
ire- I I OP II oo ccs ssc cuceicsccavessnvesensrssconsopereonneneses $35.00 $13.00 $22.00 $23.00 $15.00 $33.00 $38.00 
Jed (SSH Se enna eae $2.00 $.80 $1.05 $2.00 (b) $2.00 $2.10 
at a aca al al a Sa 5.7% 6.1% 4.8% ae 6.0% 5.5% 
ha SOMNNNNUNNIN NNN icc snus scconsonssscennascccccsenersecadvboosconesncence 10.2 2.3 5.5 7.5 44.1 5.0 4.6 
942 3 mos. 9 mos. 6 mos. 6 mos. 6 mos. 
ev- io cskninisatsadceaceosnivcsentaneceutcwstonsiines 12/31/49 1/31/50 1/31/50 ee setae 2/28/50 2/28/50 
on, Bieta RM RG eek SS pe eee nari s, LU enue Laat eaey cae S656 SSGRG keen $224.0 $166.5 
ra ets NORRIE ENN coos. odes shih oske acrorasauses teipw ae Wey eRoletenso Caeteaae. ~=«—auenaahs LOC. ai DP 8.9% 14.3% 
1an iete MERCER Goo oie ire Meh ld rd fee anne 5 ee < A ee? ee $11.8 $14.1 
ght SCS ELT et TR Te a 5.3% 8.4% 
ely Earned Per Common Share..............:ccssssssssessesesvsseseevesesesnevess ne a $3.30 $4.90 
ive I I ON a iicniccecnnsicsaasseasotensntvaibennasicanctaies 9/30/49 4/30/49 7/31/49 12/31/49 12/31/49 8/31/49 8/31/49 
- CCUNNSTINBOMBON  G5U MANGIA Bos so ieecaseces vac saekcesocssescccesseseusstucesests $1.0 $3.5 $35.8 $18.3 $11.4 $63.7 $25.2 
de- cas ccsisis guia siasGunvvheaalebedadipies $11.6 $32.4 $220.7 $124.5 $72.6 $191.5 $84.8 
the ESS LOLA LORE LR LE LT $5.5 $5.5 $54.6 $41.9 $10.9 $39.5 $16.5 
ing MURMUR ITER NGAGE oso a0 22 Sess caus os vc ca osccts do den deueucs io doesn ddauonaseueeatcn $18.2 $31.9 $311.2 $184.8 $95.2 $295.2 $126.7 
his ER OT RT OTOP $5.8 $7.9 $47.7 $30.5 $24.7 $40.0 $27.1 
ea MnraWry CLOUT ARM NER 8 cos ook eee cic voceus vsscavaiancdunecwaassaceesicedsstaeus $12.4 $24.0 $263.5 $154.3 $70.5 $255.2 $99.6 
red RE AT TREE EA $3.2 $6.9 $32.2 $39.4 $26.8 $56.3 $29.6 
een a $23.7 $39.4 $356.9 $235.7 $125.9 $356.2 $163.3 
lly, OLN HERAT TET LOTT RENE $70.40 $10.58 $24.00 $20.70 $29.00 $52.10 $41.20 
the Net Current Asset Value Per Share (a)..................ccc00cseeeeees $48.80 _......... $18.83 $14.32 $15.40 $36.16 $28.50 
Cash Asset Value Per Share...................sccccsssssssssssssssscsessesecs $4.23 $6.00 $4.00 $2.30 $4.90 $17.70 $8.70 
1 of Sees cine tinaiadbanco eaidaiglelyektiine 3.1 4.0 6.5 6.0 3.9 7.3 4.6 
rar. MO MGRIVECSHEM D5 eGR) ACNGIRG o cf Sova ceavas ike ca cated ssestsouniaadevesesceres 20.7% 52.8% 30.3% 34.2% 65.7% 41.6% 28.1% 
1ily Inventories, % of Current Assets............cccccccccescescesceccesceeeeee 63.8% 70.3% 70.8% 67.3% 76.2% 65.0% 67.0% 
1an Depreciation, % of Gross Fixed Asset.................cccccccceececeues 3.7% 6.2% 3.6% 4.7% 6.0% 5.3% 4.2% 
nly (a)—After deducting senior obligations. (b)—5% in stock. 
‘ion — — SS 
hat sk ” fi 
ods spirited citizens feel that the arrangement is better $738 million in the previous year, about $134 million 
nly for the public by discouraging rather than encourag- for 1941 and only $85 million in 1939. These figures 
els. ing social drinking. include excise taxes, as they do in the case of most 
A new law recently has been enacted in New York distillers. Not including such taxes, sales last year 
State designed to prevent price-cutting, this measure rose to $276.6 million from $253 million in 1948 and 
having replaced a previous ruling declared uncon- from $39.3 million in 1939. 
hat stitutional. Whether or not retail interests may at- 
rar, tempt to overthrow the new legislation has not been Why Net Income Declined 
late indicated, but legislators in other states are expected 
ent to pattern regulations after New York’s bill if it Net income declined to $34.8 million last year from 
‘his proves effective. $54.7 million in 1948, or to $3.96 a share from $6.24, 
so- Now let us take a look at several of the principal which stands as the company’s best year. This less 
are representatives of the industry and examine relevant favorable showing was attributed to the fact that 
statistics. A summary of important information re- Distillers-Seagrams had followed a policy of expan- 
ut- garding earnings, dividends, capitalization, etc., may sion and had been compelled to purchase aged whis- 
oon be found in the accompanying tabulation. Largest fac- kies from others to supplement its own inventories 
as tor in distilling in this country is Distillers Corp.- for blending purposes. Supplies bought from other 
rins Seagrams, which reported sales for the fiscal year distillers naturally were more costly than they would 
blic ended last July of almost $727 million, compared with have been if produced in (Please turn to page 172) 
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refined oils ... these varied activities made it possible for the Directors to report to the stockholder-owners that their Company is in the fpsitic 
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Behind your gas and oil 





—stand the men and women whose 
team-work provided $582,000,000 worth of 
products and services in 1949 for 

the millions of Cities Service customers. 


A man with imagination reading the Annual Report of a Corporation sees 
behind the cold statistics the pulsating human activities of the thousands of 
men and women without which there would be nothing to report. 


The photographs on this page show a few of these activities, as the people 
of Cities Service went about their daily tasks last year. They perform the 
multitude of skilled operations which are necessary before the finished oil 
and gas products are ready for use on the farm, in the home, on the highway, 
and in the factory. 


As a result of these activities, Cities Service was able to give its 236,000 
stockholders the following consolidated financial comparison. 


1949 1948 


Gross operating income $582,560,721 $563,657,035 
Net income 55,057,822 65,777,039 
Cash and Government Securities 160,189,903 144,368,967 
Net Current Assets 180,542,106 161,867,520 


CITIES (A) SERVICE 


W. Alton Jones, President *. 


*All figures are from the 
Cities Service 40th Annual Report, 
which is available on request. 
Write 70 Pine Street, 
New York 5, N. Y. 


All photos are of Cities 
Service operations. 
By Fritz Henle, 1949. 
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The recent run-away 
market in video shares high- 
lights the need for a sober 
appraisal of the factors ac- 
counting for the sharp gains, 
as well as a look ahead to en- 
visage how validly they may 
discount the varying poten- 
tials of concerns in this glam- 
orous industry. While factual 
evidence in an unparalleled 
degree has supported specu- 
lative enthusiasm over the 
television group, and a shin- 
ing horizon seems to color its 
future, not all of the 100 com- 
petitors now in the field will 
share alike in the prospective glory. Hence it is timely 
to take stock of the current situation to appraise 
which enterprises are most likely to realize a fair 
measure of success in the race. 

Never before in history has a new industry been 
groomed for several decades, and so thoroughly, as 
television before making its bow. While for many 
years past, it has been heralded to the public that 
sight plus sound devices were just around the corner, 
technical difficulties precluded their appearance until 
three years ago. When wartime scientific progress in 
radio and radar finally made transmission and recep- 
tion of video practical and mass production of sets be- 
came possible, a long waiting public braced with ample 
means to buy provided spectacular market opportu- 
nities. 

With such a well set stage, the tremendous upsurge 
in activity in the television industry, astonishing 
though it appears, has been quite logical. Further- 
more, it seems incontestable that for several years to 
come, the demand from would-be owners of new sets 
may continue to strain the manufacturers’ capacity 
despite continually enlarged facilities. The foregoing, 
though, will likely apply only to the best situated con- 
cerns, those able to produce and distribute on a scale 
to assure satisfactory profits in the face of a gradual 
downtrend in prices; for in line with all industrial ex- 
perience, margin squeezes eventually will force many 
competitors out of the field or leave them in a mar- 
ginal position. For the time being only will the present 
seller’s market permit lush earnings by virtually all 
contestants for the video market. 

How exceptionally vigorous the growth of this in- 
fant prodigy has been to date has been aptly pointed 
out by F. M. Sloan, manager of the radio division of 
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TELEVISION 


“Who Will Win It? | 





Television is booming but 
realization of maximum 
potentials depends on the 
solution of a good many 
problems—a process that 
will take time. 
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Westinghouse Electric Corporation. According to this 
source, by the end of 1950 three out of every ten homes 
in the United States where telecasts can be received 
will have television. This would indicate a 30% market 
saturation in three years time, a point that the auto- 
mobile industry required 29 years to reach and the 
electric refrigeration industry 11 years. 

According to the Radio Manufacturers Association, 
production of television sets totaled about 2.8 million 
in 1949 and the industry’s dollar volume was approxi- 

, mately $560 million. In the current year, however, out- 
put may reach an indicated 4 million or 5 million sets 
= retail dollar sales may soar to nearly a billion 

ollars. 


The Question of Market Saturation 


In discussing market saturation, stress must be 
placed on the qualification that it relates only to homes 
where telecasts can presently be received. Currently 
there are 101 television stations in operation in 61 
cities, and in 1950 several more will be added. When 
the Federal Trade Commission finally unfreezes the 
number of new stations that can operate and the 
A. T. & T. still further expands its coaxial cables on 
a coast-to-coast basis, a rush will be on to establish 
new telecasting outlets. Even as matters are, it is esti- 
mated that during the current year the number of 
families within reach of one or more television sta- 
tions will expand to around 25 million. 

Looking a little further ahead, an executive of Gen- 
eral Electric Company has predicted that by 1955 
there will be 513 television stations connected with 
four major networks and that 28 million television 


THE MAGAZINE OF WALL STREET 









a a ee 


“1 haa op} ee 


Trym cof ct 


oC. 


= ————we 


Imigininixix. 


| |wml~mlwewi/=l=l—lo 





MA 











this 
mes 
ived 
rket 
uto- 

the 


‘ion, 
lion 
‘Oxi- 
out- 
sets 
llion 


t be 
ymes 
ntly 
n 61 
Vhen 
; the 
the 
Ss on 
blish 
esti- 
oy of 
sta- 


Gen- 
1955 
with 
‘ision 
REET 


sets will be in use, with 3.6 million homes having two 
sets. This conservative source considers it safe to as- 
sume that within five years, 71% of all families in the 
United States should be served by at least two sta- 
tions. While of course not all of these homes can afford 
to buy sets, enough can be counted on probably to 
absorb around five million a year on the average be- 
tween now and 1955. One important factor that sup- 
ports this premise is the surprising number of me- 
dium to low-income families that have purchased the 
relatively high-priced sets thus far, a circumstance 
undoubtedly accounted for by easy payment terms 
that frequently involve no down payment at all and 
up to two years to pay. 

Many other factors could be cited that contribute 
to optimism over the outlook for substantial sales of 
television sets in the next few years. For one thing, 
as happened with radio, rapid improvements in de- 
sign, quality and performance will speed the obso- 
lescence of earlier models and tend to stimulate re- 
placement demand. Then, under the impact of inten- 
sified competition or improved operating efficiency at 
the factory level, prices will undoubtedly recede to en- 
hance distribution potentials. 

Another constructive factor will appear when color 
is added to the black and white pictures to which the 
trade is now restricted, not to mention the probable 
arrival of full-length motion pictures. Additionally, 
several leading manufacturers plan to offer models 
with much larger screens than those now in vogue, by 
this means overcoming one of the most serious objec- 
tions to present video exhibitions. Finally, the fre- 
quent opposition of landlords to unsightly antenna 
masts will be met by the increasing trend to construct 
sets with built-in antennas. 

Despite all the encouraging and basically sound 
elements in the television outlook and its admitted 


bright future, it should be realized that the industry 
as yet is only in its infancy and faces a number of 
major problems that will require considerable time to 
solve. Some of these posers, while technical in char- 
acter, should be more carefully examined by investors 
who see in the current manufacturing boom only evi- 
dence of a sharp uptrend in sales and earnings by 
numerous concerns in the field, with resultant lush 
dividend potentials and corresponding price apprecia- 
tion of video shares. While few leaders in the industry 
contest its superlatively brilliant potentials over an 
extended period, and current statistics point to dy- 
namic progress, many operating handicaps must be 
overcome before the industry can cash in fully on its 
opportunities. 


Television vs. Radio, Movies 


Primarily, it should be recognized that the ultimate 
success of television will hinge on its ability to make 
inroads on radio and the movie theatres as a medium 
for transmission of sponsored programs, whether of 
educational, political or entertainment character. In 
contrast to worldwide audiences now reached by radio 
and the widespread availability of motion picture 
houses, reception by television in any given locality as 
yet may stem from a single, or at best a limited num- 
ber of relatively nearby broadcasting stations. 

Hence when discussion centers on the many millions 
of homes that in a short time may be within reach of 
one or more telecasts, it should be realized how re- 
stricted in choice is the owner of a video set at present. 
In other words, the novelty of owning a device that 
provides both sight and sound may soon wear off in 
the absence of multiple channels or of programs with 
wide appeal. 

The most serious problem facing the television in- 
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| 
Statistical Data on Leading Manufacturers of Television Sets and Parts 
— . Ce : Net Per Share——— ; poets wieka | 
——Sales———_ Ist Div. Price- 
1948 1949 Quarter Div. Yield Earnings Recent Price Range} 
sake bie __ —($ million) — 94819491950 1949, %_—sRattiof ~—~Price = 949-50 | 
Admiral Corp. .. sce $66.7 be $112.0 om $1.82 _ $4.12 a $2.08 — ~ $ .80(a) 2.1 Yo 9.3 i 38!/, a 3914,- TH | 
| Avco Le Pa --- 140.5 137.3 7 It _— 54 15 : 30 _3.4 16.3 7 87, = _8&%- 4 | 
Columbia Broadcasting “A”... == 98:3 1053... 298. BAA 1.40 ae 15.1 37 38-16% 
Cornell-Dubilier Electric on NB 13.6 84  —-.86(c) 80 5.0 18.3 15% = ISY- 7 | 
(Du Mont (Allen B.) Laboratories _ 25.6 i a. , 50 20 (t61 24 — 24%-11 — 
Emerson Radio & Phonograph... _ 30.9 40.5 ; 3.00 3.79 ; 1.39 i.10(a) 3.3 86 3254 : 3234-11 
General Instrument _ 140 9.0(f) 62d) 3(F) We ee ) 
International Tel. & Tel. = 184.7 201.0 t.07) 7t = ae 20.7 14%, __15'%- Lee 
Magnavox nnn ees een een Ae ok 24.4 3.06 = 2.01_~— (dd) 1.03(k) _25{a) 12. «10 20% __ 20%- 5 - 
Motorola, Inc. Secs IGG BRS Aaa GEO 3.50(E) 75 1477S INGA | 
Philco Corp. ....... Bee en 1 ee LG — b82 _3. i ——s _ 2.00 39 162 5I ¥, = 52'/g-2254 
Radio Corp. of America... co Soe) aot OP RGR ee ee at 4s & 23 - | 
Raytheon Mfg. 53.7) 06=—_sS563 CCC sg) (d).03fh) CA 1%- 4% | 
|Sparks Withington ........ . Ae a ee eae We ———N0%- 3/2 | 
Stromberg-Carlson ..... 29.4 295 249 (dj206 °# . = = 15Y¥.—1S%- 9 
Sylvania Electric Products 99.3 102.5 2.84 1.83 a NAO 5314 264 264-171 | 
Zenith Radio... PE OR 77.1 7.08 5.50 a ____ 6.37(j) __1.50 2.2 123 68%, 70'/4-205 | 
t—Based on 1949 earnings. (f) —9 months ended November 30, 1949. 
(a)—Plus stock. (g)—Year ended May 31, 1949. 
(b)—10% stock. (h)—9 months ended February 28, 1950. 
(c)—Year ended September 30, 1949. (i)——-6 months ended December 31, 1949. 
| (d)—Deficit. {j) —9 months ended January 31, 1950. 
|  (E)—Estimated. (k)—8 months October 31, 1949. 
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dustry is how to reach the important segments of our 
population not residing near the big cities from which 
telecasts usually emanate. In areas adjacent to the 
metropolitan centers, the popularity of commercial 
telecasts is expanding fast, since merchants can show, 
as well as talk about, their products, and the audience 
is sufficiently large to attract national advertisers on 
a limited scale. It nevertheless falls far short of the 
nationwide coverage attained by radio, despite the 
expansion of telecast networks by means of coaxial 
cables, relay stations and other methods. 


The Big ‘‘Freeze’”’ 


This problem has been greatly complicated by the 
“freeze” instituted by the Federal Trade Commission, 
the main implications of which have been obscured by 
injection of the color controversy into the picture. Far 
more important than the potential addition of color 
to video is the restricted allocation of telecasting 
channels imposed by the “freeze.”’ For example, only 
one station currently is allowed to operate from Pitts- 
burgh, serving a large and densely populated area, 
because contrary to expectations it was found that in- 
terference from stations in Detroit, Cleveland and 
other centers was disturbing. As there are only 12 
high frequency channels which any telecast can use, 
and any one can conflict with another within range, a 
difficult problem has arisen for the FCC and the tele- 
vision industry and quite a long time may elapse be- 
fore a happy solution will be found. 

Similarly, the technicians in the research labora- 
tories will have a hard nut to crack in efforts to de- 
velop a method of achieving nationwide coverage on 
a much broader scale than reliance on coaxial cables 
or use of relay stations provides. This because it pres- 
ently costs several times as much to transmit a tele- 
vision program via coaxial cable than a radio program. 
And years may elapse before the American Telephone 
& Telegraph Company may find it physically or finan- 
cially practical to lay cables that would interlace the 
entire country. That a solution for these and all other 
problems will eventually be found is unquestionable, 
but investors should realize that the future road of 
the industry is bound to have many rough spots, the 
smoothing out of which will take time. So will, of 
course, realization of maximum potentials inherent in 
television. 
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Discussion of high transmission costs and restricted 
coverage is very important for investors desirous of 
sharing in the growth of television, because the qual- 
ity and number of programs that can be offered to set 
buyers will be a transcendent factor in determining 
the stability of demand. To manufacture an attractive 
set and to find plenty of ready buyers at present con- 
stitute relatively minor problems. The big question 
now exerting pressure on the industry is how to fur- 
nish programs that will win the approval of most set 
owners within prospective range without incurring 
oppressive costs. In other words, it is impossible to 
appraise the potentials of television manufacturers 
and makers of parts without studying the status of 
the telecasters. ; 

As a matter of fact, several leaders in television 
presently include telecasting in their activities such 
as Du Mont, or Radio Corporation of America through 
its control of National Broadcasting Company. As it 
often costs up to $80,000 or more for preliminary work 
on a television show and transmission costs as well as 
those of constructing facilities, are relatively high, 
just how to justify necessarily heavy charges to po- 
tential sponsors in view of the paucity of stations and 
as yet limited reception range has been a serious mat- 
ter. Ever since the advent of the television boom, 
practically every station in the country has been 
forced to operate at a loss and for the sake of economy 
has had to fill in its time with local or quite mediocre 
exhibitions. Here again a satisfactory solution of the 
problem must await the development of technical im- 
provements that cannot be attained hastily, or some 
method devised of lowering program costs while en- 
hancing their public interest. 


Production Aspects 


From a manufacturing and distributing angle, the 
leading units in the television industry have been un- 
usually well situated to forge ahead in their produc- 
tion and sales drive. The long experience of some con- 
cerns in radio manufacture has well fitted them to ex- 
pand their activities in television as an offset to declin- 
ing demand for radio. In the current vigorous market 
for video sets, sales of radio receivers have been con- 
siderably stabilized by their widespread inclusion in 
television sets, the increased cost of which seems to 
have been a minor deterrent to consumers due to easy 
payment terms. When supply for television, though, 
becomes better balanced with demand, a larger portion 
of output devoted exclusively to television and at re- 
duced prices should tend to stimulate demand. 

Under current conditions, the increased mass pro- 
duction of tubes and ample availability of other tele- 
vision components has broadly stimulated production, 
though as yet not enough to preclude allocation of 
orders to most distributing outlets. In this respect the 
near term outlook holds encouragement due to the 
completion of numerous new facilities. Video set pro- 
duction thus far in 1950 has been more than twice that 
a year earlier, despite seasonal influences. Beyond 
much doubt, dollar sales of the leading concerns will 
continue to rise throughout the year, and earnings 
comparisons should continue quite favorable. 

On the other hand, the time is closely approaching, 
if it has not already arrived, when competition will 
encourage further price reductions that, combined 
with increased promotional outlays, will tend to nar- 
row operating margins. To some extent, though, the 
trend towards installation (Please turn to page 174) 


THE MAGAZINE OF WALL STREET 











As it 
work 
ell as 
high, 
0 po- 
s and 
mat- 
00m, 
been 
nomy 
liocre 
yf the 
al im- 
some 
le en- 


e, the 
mn un- 
‘oduc- 
e con- 
to ex- 
leclin- 
arket 
n con- 
ion in 
ms to 
0 easy 
ough, 
ortion 
at re- 


$ pro- 
r tele- 
iction, 
ion of 
et the 
to the 
ot pro- 
-e that 
eyond 
as will 
rnings 


ching, 
yn will 
abined 
(oO nal- 
rh, the 
@ 174) 


rREET 








y 
ee 






Movie Outlook 


Continues Obseure 








Photos by Twentieth 
Century-Fox 





"Fives motion picture industry more than any 
other group has been beset by postwar operating diffi- 
culties which seemed incapable of quick or easy solu- 
tion. While some progress has been made in the last 
two years, new problems have arisen to cloud the me- 
dium term outlook, and until the picture is clarified 
many uncertainties will likely persist. 

On the other hand, if generally improved earnings 
towards the end of 1949 are a valid sign of funda- 
mental recovery, last year could be considered satis- 
factory for the industry, although profits as a rule 
were below those reported in 1948. The business early 
last year started off with an encouraging spurt, only 
to experience a slump soon after which an improve- 
ment in the final quarter could not fully compensate 
for. In this respect the movie industry rather closely 
followed the pattern of most other industries, but for 
quite different basic reasons. 

What is still worrying the industry is a continued 
downtrend in theater attendance in the last three 
years, inducing a sin iter decline in gross income. 1949 
attendance was about 10% below 1948 and 23° lower 
than in 1947. While the higher prices for theater 
tickets in recent years may have partially accounted 
for their lessened demand, picture producers search- 
ing hard for operating economies have tended to lower 
the quality of many new films. More important has 
been the impact of increased competition from tele- 
vision, and not to be overlooked is the fact that not 
only have video shows themselves presented novel 
competition for motion pictures, but the widespread 
purchase of TV sets on time payments has also limited 
consumer outlays for other forms of amusements 

It should be realized that the average age of movie 
theater attendants is around 19 years, so that their 
spending potentials are restricted espec jally in a period 
when families have become substantially in debt for 
new automobiles, houses and home appliances. Were it 
not for the unusually well maintained high level of 
consumer income, it is probable that the downtrend 
in audiences at the picture shows would have been 
somewhat more marked. Compared with prewar, 
though, a weekly attendance rate of 62 million in 1949 
was still substantial if measured against 54.5 million 
in 1940, while theater prices are now about 60 higher 
than a decade ago. 
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By C. F. MORGAN 


An encouraging ele- 
ment is that towards 
the end of last year, the 
improved earnings of 
leading film producers 
reflected the end of 
heavy amortization 
charges for earlier 
high-cost pictures, 
which had plagued the 
industry for more than 
two years. Normally, 
the maker of a new aa - 
ture allows from a ye: 
to 16 months to fully 
charge off its original cost, hence it was only by last 
Fall that the industry was able to eliminate the pres- 
sure of excessive production costs. Operating margins 
henceforth should widen as amortization 
charges on the more recent and lower-cost pictures cut 





tend to 


less severely into earnings. 
Aside from the foregoing fa tor, the earnings of the 
leading movie produce aes o benefit from numer- 
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sharp cuts in oper sting expenses, the total decline 
in these outlays having reached about 25% by the end 
of 1949. Wages and salarie the stars a int 1 studio 
personnel usually account for about 85° of the final 
cost of a new picture, so that by selecting pictures 
with smaller casts, simplified sets and much speeded 
up filming, some very substantial economies have been 
As said, though, the industry has. not yet 
fully learned how to produce some of these lower-cost 
pictures without impairing their popularity, and un- 
less their efforts prove more successful, there is a 
chance that competition may force some units in the 
industry to revert to their former extravagant pro- 
duction policies, at least in some decree. 

American motion picture producers have been seri- 
ously affected by the decline in foreign markets for 
their films, and small prospect is seen for early im- 
provement. About half of all foreign business origi- 
nates in Great Britain, where for nearly two years 
past now, the industry was permitted to withdraw a 
total of $17 million of annual earnings in American 
dollars. The balance of earnings have to remain in 
blocked balances in the sterling area. 
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Last year, the American companies spent about $20 
million of their accumulated British balances in pro- 
ducing new pictures overseas, as permitted by the 
agreement between the Motion Picture Export Asso- 
ciation and the British Government. Devaluation of 
the pound, though, reduced the value of sterling bal- 
ances by about a third, so that by the end of 1949 the 
companies had remaining only about $7 million. Re- 
strictions against the importation of American films 
by France and other European countries as well as by 
some in South America, notably Argentina, also have 
been a discouraging experience that may not soon dis- 
appear. There is a chance, though, that when the 
Anglo-American agreement comes up for renewal in 
June, its terms may be somewhat liberalized. 

Beyond much question, however, the motion picture 
industry has resigned itself to a prolonged shrinkage 
of many foreign markets from which it formerly de- 
rived very substantial earnings. Some concerns heav- 
ily reliant on revenues from foreign film sales will con- 
tinue to be hard hit by their decline. On the other 
hand, some firms may find it more profitable to display 
their own foreign made pictures here in the United 
States rather than to rely on sales of domestic films 
overseas, due to currency devaluations. 


Movies vs. Video 


Now that some 5 million television sets will likely 
be in use by the end of 1950, this circumstance seems 
pretty sure to affect picture theater attendance ad- 
versely, but opinion differs widely as to the extent. 
Surveys indicate that in the big cities, movie goers 
are continuing to patronize film shows not much more 
infrequently than in smaller centers where television 
as yet has arrived on only a modest scale. Some claim 
that when the novelty of television wears off, people 
will flock back to the movie theaters again. A factor 
to consider also is that the stay-at-homes often find a 
wholesome outlet for their recreation urges by getting 
away from restricted quarters. Until the television 
programs improve a great deal from their current dull- 
ness and mediocrity, which may happen before too 
long, it seems probable that too much pessimism has 
been expressed over inroads on motion picture at- 
tendance, although these cannot be disregarded. 

Over the longer range, furthermore, there is a 
strong chance that motion picture producers may gain 





[AMUSEMENTS GROUP INDEXvs. 325 COMBINED STOCKS 


140 pean 


325 COMBINED STOCKS 





— 











|20 




















4 4 Se 


100 








» ‘ 
e Pee, -o* 
22" 


AMUSEMENTS a! INDEX 



































1950 




















158 





substantially by the development of television, for its 
potentialities have long been recognized as a logical 
growth stimulant for the movie industry rather than 
as a threat. Practically every concern in the field has 
been alert to encourage and participate in many ways, 
directly or otherwise, in the promotion of public in- 
terest in television. In numerous respects, the two 
industries face most interesting opportunities to con- 
tribute supplementary services that should benefit 
each other, although some time will be needed to de- 
velop existing potentials. 

Steps are already being taken by one motion picture 
group to install a television system devoted exclusively 
to theaters for use in large screen presentations such 
as are now employed by Paramount Theatre in New 
York to televise events of national interest. The devel- 
opment of such a system may lead to the relaying of 
motion pictures from a central movie house to subur- 
ban theaters in nearby communities. Specially pro- 
duced films for this purpose could prove effective in 
lifting revenues of the producing companies. 

Aside from this potential, all of the Hollywood pic- 
ture concerns are heavily engaged in promoting re- 
search into every phase of television, in some cases 
hand in hand with the leading video concerns them- 
selves. Paramount Pictures Corporation, for example, 
owns a substantial stock interest in Allen B. Du Mont 
Laboratories, Inc., an outstanding unit in the televi- 
sion industry and one of its foremost pioneers. Oper- 
ation of television stations by motion picture com- 
panies has also begun and in time will likely create a 
supplementary source of income. 


Excise Taxes 


Another constructive factor that quite possibly may 
benefit the entire movie industry in the near term, is 
the prospect for elimination or reduction of the excise 
tax on theater tickets. Beyond any question such a 
step would immediately stimulate theater attendance 
and consequently improve the earnings potentials of 
both the picture houses and the film producers. This 
is important because despite the downtrend in con- 
sumer spending for motion picture shows of late, there 
is no question that the popularity of motion pictures 
is firmly established and that if attendance prices can 
be reduced, further long-term growth is possible. 

Reverting to competition from television, however, 
there is a chance that this factor may detract from 
the traditional repute of the motion picture industry 
as a nearly depression-proof group, for in lean times 
many otherwise regular theater goers may be more 
likely to remain content with the more economical 
television screen in the home parlor. 

The greatest uncertainties currently plaguing the 
movie industry arise from the federally enforced trend 
to segregate the production and distribution end of 
the business from theater ownership. Under the terms 
of a consent decree, Paramount Pictures, Inc., thus 
segregated its activities on December 31, 1949, and on 
May 8, 1950, Radio-Keith-Orpheum will be similarly 
split up unless the deadline is extended. Indications are 
that Warner Brothers, Twentieth Century-Fox and 
Loew’s will also have to fall in line to segregate their 
activities upon completion of negotiations now under 
way with the Government. A Federal Court has al- 
ready ordered the breaking up of the foregoing con- 
cerns, but has indicated that compliance may be de- 
layed until early 1953. Neither Universal Pictures nor 
Columbia Pictures have any distributing facilities in 
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the form of company-owned theaters, thus are not 
affected. 

It can readily be envisaged how confusing this 
trend has become to investors, for aside from possible 
small holders, it has been or will be necessary to decide 
which form of investment to retain, since under the 
Paramount ruling, at least, an investor must divest 
himself of one or the other under penalty of having 
some dividends withheld by the trustee. To compli- 
cate matters, it is very difficult to appraise the earn- 
ings potentials of the two divisions after segregation, 
though pro forma balance sheets may furnish some 
clues. But past records of the pre-divided units lose 
significance because the advantages of integration can 
no longer be counted upon. 

In the past, some of the leading integrated concerns 
have derived as much as 75% of gross revenues from 
theater income, hence it might be assumed that inves- 
tors would favor holding shares in this division rather 
than in the film producing units. On the other hand, 
as everyone knows, production of an occasional smash 
hit often brings lush profits, a factor that lends specu- 
lative appeal to the studio shares. Additionally, the 
growing custom of the big film producers to invite 
bids from theaters for their new offerings often leads 
to the payment of substantial premiums that could 
swell their revenues, though this increases the gamble 
taken by the bidder. 


Theater Shares vs. Those of Producing Companies 


More importantly, it is the Hollywood end of the 
business that in the long run may benefit substantially 
from the development of television. All said, holders 
of the theater shares may be assured of more stable 
dividends in the long run than investors in producing 
units, but under entirely new conditions the outlook is 
considerably obscured in both instances. Shares in 
producing companies undoubtedly will be appraised as 
more speculative. 

The new United Paramount Theatres, Inc., not only 
operates a large chain of picture houses but television 
station WBKB in Chicago as well. The theater chain 
currently is being rearranged on quite a scale, as a 


result of which earnings have been enhanced some- 
what by profits on the sale of some units. As the com- 
pany came into being only at the start of 1950, no defi- 
nite earnings record has been established. On a pro 
forma basis, however, net per share amounted to $2.11 
per share for 26 weeks ended July 2, 1949, and if 
profits from disposal of theaters is included, full year 
net may reach $5.50 a share, but no authoritative fig- 
ures have as vet been released. Disregarding the non- 
recurring profits mentioned, earnings seem to be at 
an annual rate of around $4.50 per share, an estimate 
supported by an initial dividend payment of 50 cents 
per share on April 1, 1950. On the whole, the indicated 
stability of earnings by this new company imparts the 
shares a measure of appeal. 


Paramount Pictures Corporation 


Paramount Pictures Corporation received the bulk 
of liquid assets of its predecessor together with all the 
stock of Paramount International Films, all stock of 
Paramount Television Productions and 2914 % of the 
outstanding stock of Allen B. Du Mont Laboratories. 
The new company’s margins should be widened in the 
current year by production of lower cost pictures with 
reduced amortization charges. Earnings on a pro 
forma basis for 26 weeks ended July 2, 1949, equalled 
37 cents a share and for all of 1949 were probably bet- 
ter than $1 a share. A strong financial position led to 
declaration of an initial dividend of 50 cents per share 
on March 29. Ample working capital should continue 
to encourage liberal dividend disbursements, but the 
shares must be regarded as quite speculative. 

Stockholders of RKO, as in the case of Paramount, 
will soon receive one share of common stock in each 
of the two companies to be formed. The new picture 
company will be strongly dependent on domestic busi- 
ness, as formerly RKO derived only about 10% of 
total revenues from foreign sales. In view of difficult 
currency problems overseas, the foregoing circum- 
stance may be construed as favorable. With smaller 
amortization charges, the earnings of the picture unit 
may improve moderately in 1950, especially if new 
productions meet popular (Please turn to page 172) 
































none 7 a en arn em ee 
| Statistical Summary of Leading Motion Picture Companies 
| 4 => Gross _ - 
Revenue -——- Net Per Share—_—_ Div. Price- 
| 1949 Interim Divs. Per Share Yieldt Earnings Recent Price Range 
= a , ($ mil.) 1948 1949 1950 : 1948 ; 1949 Ta ; Ratiot Price 1949-50 : 
| Columbia Pictures $53.3 $ .40 $1.08(b) $1.2! (c) (a) $ .50 4.1% H¥.2 12/g 1454- 734 
Scere hit tontaukermenmte ~_ 99. = _ 
ld 179.3 1.03 1.31 (I) 97(f) $1.50 1.50 2 A 16/4 1894-14/g 
| Paramount Pictures Corp*.__ eee eas 1.30(E) 16.1 21 214-172 
|Radio-Keith-Orpheum 0... 106.2 _ 13 49(g)_ 60 45 5.8 7Y% Vfe- 7 
| Republic Pictures ..... Kee 20 (d).4! .05(h) 90.0 MA 53g 2/4 
Technicolor nnn _ 20.1 1.93 2.56 125 2.00 83 93 24 ———-26%4-105 
| Twentieth Century-Fox 169.5 4.30(i)  4.28(i) 2.00 2.00 9.3 5.0 213 ———-25'-19/e 
| Universal Pictures ons 56.7 (d)3.59  (d)1.45  ——(d).06(j) 75 "a2 I2%- 7 
| United Paramount Theatres* eae 78 5.50(E) ee ae 17%, 24 -17'/, 
a 140.8 ‘1.62 1.43 (I) —A4(k) 1.25 1007.1 98 14g 1 H%- 9%%—_ 
t{—Based on 1949 dividends. (f)—28 weeks ended March 16, 1950. 
t—Based on 1949 earnings. (g)—9 months ended October |, 1949. 
*—Pro-forma, new segregated companies. (h)—Year ended October 29, 1949. 
(a)—2'2% stock dividend. (i) —53 weeks ended December 31, 1949, 
(b)—Year ended June 30, 1949. and 52 weeks ended December 25, 1948. 
(c)—27 weeks ended December 31, 1949. (j)—13 weeks ended January 28, 1950. 
(d)—Deficit. (k)—Quarter ended November 26, 1949. 
(E)—Estimated. (1) —Year ended August 31, 1949. 
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Low-Priced 


After doing relatively little dur- 
ing the greater part of the 10- 
month rise in the market, low- 
priced stocks recently really came 
to life. In the week ended April 22, 
they were the life of the party, 
with trading larger on an average 
than in about 10 years. In the most 
active session, 10 low-priced issues 
accounted for over a fifth of total 
Stock Exchange volume. Two 
things can be said. Much increased 
public interest in low-priced stocks 
makes the market subject to 
sharper reactions than those here- 
tofore seen, although not neces- 
sarily soon; and it brings the end 
of the upward cycle nearer than 
would have been so had the market 
remained investment - dominated. 
However, these are generalities. 
There is no way of projecting the 
exact limit of speculative excess. 
Low-priced stocks outgained the 
market during more than the last 
two-thirds of the entire 1942-1946 
rise. If that is taken as the stand- 
ard of comparison, nobody can 
deny the possibility of consider- 
able excitement ahead. 


Little People 


The majority of “little people” 
lose money in the market. One 
main reason is that they are in 
most cases attracted to it only 
after a rather protracted rise. An- 
other is that they are unable to 
distinguish between sound stocks 
and radical speculations. A low 
price for a stock is not necessarily 
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related to quality, although the 


majority of low-priced stocks are 


low-quality issues. For example, a 
good pie is a good pie, whether cut 
into six slices or ten. In some cases, 


it is the capitalization factor pri- 


marily — the number of slices — 


which puts a stock into the low- 


priced class. A number of low- 
priced stocks compare with 


higher-priced stocks in intrinsic 


quality. Example, to cite only a 
few, are American Radiator, So- 
cony Vacuum, Northern States 
Power, Southern Company, Co- 
lumbia Gas, Burroughs Adding 
Machine, Pitney Bowes, and 
Transamerica. However, stocks 
like these are subject to swings 
no wider, on an average, than is 
the general list. You cannot have 
your cake and eat it too. The 
widest possibilities for gain — and 
loss — are always in low-quality 
low-priced stocks. Such as what? 
This column will mention no 
names, lest it be taken as a recom- 











mendation. From here on a ma- 
jority of the 15 most active stocks 
each day—a list published in some 
newspapers — will be low-priced 
“cats and dogs,” once more strut- 
ting their stuff. 


May 


Checking back over the charts 
for the last 30 years, the Dow- 
Jones industrial average has had 
a moderate to large net advance in 
the month of May in 13 instances; 
moderate to large declines in 8 
years; and showed only slight 
change in 9 instances. There is no 
apparent “seasonal factor.” As 
you might guess, most of the de- 
clines were seen in bear-market 
vears; most of the advances in 
bull-market years ; while the slight 
changes were pauses in bull or 
bear markets. Bull markets have 
run for a considerably greater 
total time than bear markets. For 

ny month, therefore, there will 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 





1956 1949 

Marcha 31, Quar. S$ .9} $ .79 
fAarch 31, Quar. 127 1.04 | 
March 31, Quar. 50 28 | 
March 31, Quar. 53 45 | 

March 31, Quar. 3.09 2.73 
March 31, Quar. 1.23 70 | 
March 31, Quar. 3.03 1.57 | 
March 31, Quar. 1.69 1.06 | 
March 31, Quar. 1.28 1.07 | 
March 31, Quar. 1.23 36 | 
| 








THE MAGAZINE OF WALL STREET 








mm 6 2 2 a Oe ee 


cr m4 DP rh 45 49 7 


nm 
0 7 te a} 








I! 








be more instances of advance or of 
little change over the years than of 
declines. If you are interested in 
such records, May brought a fast 
nose dive in 1940, and further bad 
bear-market slides in 1931 and 
1932. The biggest May rise was in 
1933. Very little change was seen 
in this month in the rampant 1928- 
1929 speculation. The recent May 
record was: 1949, down; 1948, up; 
1947, slight change; 1946, up. 


Cigars 


Maybe some psychologist can 
explain why people are spending 
freely for automobiles, new homes, 
video sets, etc., but not for cigars. 
At this time of continuing high 
consumer income, cigar smokers 
are, as usual, a small minority ; and 
many of them apparently are 
price-conscious even down to a 
matter of a cent or two. Conditions 
in the trade are highly competi- 
tive. In most cases peak earnings 
were seen back in 1929; with post- 
war peaks in 1946 or 1947, and 
downtrends thereafter, accentu- 
ating in the first quarter of this 
year. Bayuk Cigar netted one cent 
a share in the first quarter, against 
22 cents a year ago. By coinci- 
dence, General Cigar on the same 
day also reported one cent a share, 
against 26 cents a year ago. Gen- 
eral has the best long-term record 
in the field, with continuous divi- 
dends since 1909. But this com- 
pany is far from what it used to 
be in finances and liquidity, as well 
as earning power. Hence ability to 
pay dividends, except perhaps in 
token amounts, is open to question. 
The same goes also for Bayuk. On 
the other hand, Consolidated 
Cigar, biggest factor in the medi- 
um-price field, is faring relatively 
well, which must mean able man- 
agement, for it is subject to the 
same general influences as the 
others. Earnings were $1.23 a 
share for the first quarter, against 
$1.19 for the like period a year 
ago. Annual profits rose each year 
from 1945 to 1948’s peak $7.34 a 
share, receding to $6.77 last year. 
Probably the $2 dividend will con- 
tinue, though finances are not im- 
pressive. The leading cigarette 
stocks are much better invest- 
ments than cigar stocks. The mar- 
ket action of both groups, how- 
ever, has been sub-average for 
some time. 


Jackpot 


A miracle drug which anybody 
can make soon becomes, figura- 
tively and literally, a drug on the 
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market. The big money is in mir- 
acle drugs which can be exclu- 
sively produced or kept under ef- 
fective price control through 
patent rights or trademark. Pe- 
culiarly enough, the most spec- 
tacular jackpot has been hit by 
American Cyanamid, a general 
chemical manufacturer, although 
one which has put growing empha- 
sis on pharmaceuticals for some 
time, rather than some drug- 
specialist concern like Abbott. 
Pfizer, Merck or Squibb. The 
highly successful drug, “Aureomy- 
cin,” spells the biggest part of the 
difference between this company’s 
reported net of $3.03 a share for 
the first quarter and net of $1.51 
a share in the first quarter of last 
year. The first quarter profit ex- 
ceeded full-year profit of any year 
prior to 1948. The stock, formerly 
one of the most stodgy in the 
chemical group, jumped 63, points 
to 73, a new high since 1929, in 
the single session following publi- 
cation of this report. The dividend 
rate has been increased twice in 
1950, but still is only $2.50 a year. 
If you can assume earning power 
around $12 a year, obviously Cya- 
namid is the cheapest of the chemi- 
cals, despite its large rise this year 
and last. (The 1949 low was 3514). 
This column does not know 
whether the assumption is reason- 
able; but the quarter-to-quarter 
earnings trend since June 30 last 
year suggests that it may be. So do 
recently published scientific re- 
ports which appear to indicate 
major further commercial possi- 
bilities in ““Aureomycin.” 


Another 


Parke, Davis, for many years a 
large, stable and somewhat color- 
less maker of drugs, has the second 
biggest jackpot in the controlled 
drug ‘“Chloromycetin.”’ It is the 
chief reason why recent quarterly 
earnings have been running 50% 


‘ 


or so over vear ago levels; and at 
an annual rate of over $3 a share, 
against $2.54 earned in 1949 and 
only $1.98 in 1947. At 3914, this 
stock is well above 1948-1949 lows 
in the vicinity of 23-24, but under 
the highs of a number of past 
vears, such as 581g in 1929, 47 in 
1939 and 4814 in 1946. However, 
possibilities in this stock seem to 
be on the moderate side. 


National Gypsum 


Action of most building stocks 
on the rise to date has been disap- 
pointing. The reason is clear. De- 
spite continuing high building ac- 
tivity, earnings were sharply re- 
duced last year as distributors met 
an appreciable part of the demand 
through reduction of inventories: 
and manufacturers found the 1948 
sellers ’market gone. Recent inter- 
im earnings, somewhat improved 
in most cases, remained well under 
peak 1948 levels. However, market 
action should become more selec- 
tive. This column singles out Na- 
tional Gypsum as having a good 
1950 chance of approximating. 
maybe even bettering, peak 1948 
earnings of $3.60 a share, and of 
increasing the conservative $1.20 
dividend rate. As the stock sold as 
high as 3314 in 1946 on net of only 
$2.21 a share and a 50-cent divi- 
dend, the possibilities at current 
price of 193% might be substantial. 


Values 


Industrial stocks of fair-to-good 
grade are now selling about 4% 
over their 1948 recovery high, on 
an average; and around 5% under 
their 1946 bull-market top. The 
market has never been a great dis- 
tance above this area, excepting in 
1928-1929. You can say, therefore, 
that on an historical basis the mar- 
ket is in relatively high ground. 
That is one way of looking at it. 

(Please turn to page 175) 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS | 
1950 1949 
Worthington Pump & Mach. ....... March 31, Quar. $1.11 $1.42 
| apa MR ORE o a osc ca decay clades soaks cs acteacewaxcass March 31, Quar. -66 1.46 
| National Supply . March 31, Quar. .47 2.00 
| UC I Ce ass iaisd den cs eek a cetesntersc March 31, Quar. -86 1.67 
| Liggett & Myers Tobacco .... March 31, Quar. 1.50 1.91 
| American Steel Foundries ...................... 6 mos. March 31 517 3.83 
Colorado Fuel & Iron March 31, Quar. 1.30 2.11 
| Falstaff Brewing ...... March 31, Quar. -39 -63 
| Berwile CIGGES <n .5.505.cccccccciesesceveccccsesesesseess AEE OT, Ger 01 .22 
| Sloss-Sheffield Steel & Iron ....................... March 31, Quar. 1.16 1.76 
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As we entered the second quarter, cautious optimism had 
replaced much of the former reservations regarding the busi- 
ness outlook beyond mid-year. Today, with only a third of the 











BUSINESS ACTIVITY 


PER CAPITA BASIS 
M. W. S. INDEX 


200 - 


_ 


990 cud 


180 
Two 


a WEEKS 
AGO 


170 


160 


140 
130 
120 
110 


100 


























U _ 





’ 





162 


the second quarter behind 
us, it seems that nothing is 
likely to hamper business 
sie throughout the year. 
Industrial production is 
aboutatitslevel ofayearago 
but the shorter term outlook 
is quite different. At this time 
last year, recession was well 
under way and it was to con- 
tinue until late in summer. 
Now the prospects are that 
general business activity in 
the second quarter of 1950 
will at least equal, if not ex- 
ceed, that of the first quar- 
ter which wasn’t bad at all. 
And apprehension of what's 
in store after mid-year has 
been vastly lessened. 

This optimism is support- 
ed by several factors, the 
auto and building booms, 
for instance, which show no 
signs of immediate slacken- 
ing. Rather, they have 
brought back phenomena 
which we thought would be 
definitely a thing of the past. 
Thus we hear again of 
premiums on low priced cars, 
of grey markets in steel de- 
spite a new postwar produc- 
tion peak in that industry; 
and non-ferrous metals 
prices have firmed well 
along the line, including 
copper, zinc and even lead, 
only a short while ago 
a ‘weak sister” if ever there 
was one. Steel scrap, too, is 
strong, and steel mills are 
booked up way into autumn. 

Behind the scramble for 
steel and metals is of course 
relentless consumer buying; 
if there is any doubt about 
it, the reader is referred to 


recent expressions of big corporation executives. Thus General 
Electric does not expect to fill consumer demand, even with 
capacity production, for the balance of the year. Autos in the 
more popular price lines are again getting scarce despite rec- 
ord production of the industry. The Chrysler strike helped to 
make a tight situation even tighter; but consumer demand for 
autos has been amazing. Result in many lines: No spot delivery 
—thirty-day waiting periods. instead. 

Nor do we think that business regards the current industrial 
tempo as merely a flash in the pan. Many companies continue 
expanding to boost their production capacity. Above all, the 
trend of incoming orders, including those for machine tools, 
has been highly encouraging. This means that business spend- 
ing for expansion and modernization is likely to swell when 
other business indicators will tend to ease down next fali and 
early winter. 

As a result of all this, business sentiment throughout the 
country has improved measurably in the last few weeks— 
particularly confidence regarding the second half of the year. 
But while heavy goods lines are rolling along in good style, 
soft goods continue to show some lag and there is nothing in 
sight to indicate an early reversal. This split trend may not be 
too important now from the standpoint of overall activity, but 
it is apt to place a ceiling on how far the durable goods aoe 
can push up the general level of business activity. In other 
words, a pick-up in non-durable lines would enhance the pros- 
pects for the second half of the year, as well as the chance 
of the production index duplicating its postwar high. Barring 
such a pick-up, we must keep our fingers crossed. 


Durables vs. Non-Durables 


There is no gainsaying that the durables boom is largely 
supported by constant expansion of consumer and mortgage 
credit (Congress has just supplied another dose of the latter) 
as well as other props which chiefly stem from Government 
expenditures. All these factors thus are important signposts 
of the future trend. How far can consumer credit expand? How 
far and how long will Government spending stimulate? To- 
date, these factors have furnished much of the strength of the 
current business situation, but they also constitute its main 
weaknesses. 

In all this, one should not underrate the factor of confidence 
—and psychology is frequently its main determinant. In both 
respects, we are currently doing alright. There are headaches 
too, no doubt, such as tougher competition, labor and Govern- 
ment troubles, but they are minimized by rising income and 
satisfactory spending trends. There have been times in the 
past when statistics looked equally good but confidence was 
lacking and the result was a sour note in business. Today, con- 
fidence exists in somewhat greater degree. 
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The Business Analyst 





MONEY AND CREDIT—With the largest volume of transac- 
tions in nearly ten years, our index of 325 active common stocks 
and the index of 100 high priced stocks advanced during the 
fortnight ended April 22 to new 1949-50 highs. Though 19 of 
our 46 group indexes also rose to new highs for various periods, 
as tabulated on the second page following, 6 of them dropped 
to new lows for the year. The high priced stocks have been 
lagging in recent weeks as the bull market enters its second 
phase under leadership of more speculative issues, as exempli- 
fied by the radio and TV group which has skyrocketed nearly 
100%, since the first of the year. New York bank stocks, on the 
other hand, are now back to the lowest average since February 
4. High grade corporate preferred stocks advanced during the 
fortnight to the best average price since October 11, 1947, 
while the more speculative foreign government dollar bonds 
rose to a new high since May 17, 1947. High grade rail bonds 
held virtually stationary during the fortnight. While the bank- 
eligible Victory 2!/2s recovered fractionally, the restricted issue 
sagged to the lowest price since last June 25. With the first 
quarter windfall of income tax collections virtually ended, the 
Treasury's cash balance dropped $683 million during the fort- 
night ended April 19, but at $4,819 million is still $1,319 mil- 
lion above what is held to be a comfortable minimum. The 
Federal gross debt, after declining another $100 million to 
what will probably stand as the year's low of $255.4 billion, 
again rose $100 million, unchanged for the fortnight. Member 
bank reserve balances were down $185 million, owing mainly 
to sales of U.S. securities by the Federal Reserve Banks in the 
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amount of $162 million, in a valiant effort to combat the infla- | 


less, demand deposits of weekly reporting member banks ex- 
panded $330 million during the' fortnight ended April 12. 
Though commercial loans were off $74 million, total loans rose 
$151 million and earnings assets $45 million. Disposing of $177 
millions of U. S. securities while adding $71 million to its hold- 
ings of other investments, the banks continued their policy of 
seeking higher yields. As of April 19, the Federal deficit for 
the current fiscal year had grown to $1,963 million, from $874 
milion at the end of March. A year ago there was a budget 
surplus of $2,442 million. The Government Budget Bureau fore- 
sees a deficit of $5.4 billion for the current fiscal year and $6.2 
billion for next year—$11.6 billion for the two years, which is 
$2 billion more than its January forecast. The Congressional 
tax staff predicts a two-year deficit of $14 billion —$6.7 billion 
for the current year and $7.3 billion for the next. Either way 
you'll get $600 million to $800 million more red ink next year 
than this year. Knowing how a Government's appetite grows, 
we suspect that both predictions for next year may turn out to 
have been over-conservative. Turning now from Government 
to private finance, it is interesting to learn that total assets of 
the fast-growing mutual fund industry reached $2.12 billion on 
March 31—up $146 million in three months and $557 million 
ina year. Gross sales of shares by the 94 funds reporting totaled 
$140 million for the first quarter, compared with $79 million in 
the corresponding three months of last year. But net sales after 
redemptions were only $84 million, against $54 million. (Shares 
of mutual funds are redeemable at any time at the option of 


the holder.) 
TRADE—Retail store sales in March were nearly 4% ahead of 
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=~? influence of Government deficit financing. Neverthe- | 
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the corresponding month of last year under leadership of dura- 
ble goods, which were up 11%. Sales of home furnishings, 
spurred by the building boom, rose 16%; but improvement in 
non-durables was merely nominal. Department store sales in 
the pre-Easter week ended April 8 were about even with a year 
ago in dollar total but slumped to 19%, below last year during 
the post-Easter week ended April 15. This seemingly erratic 
behavior was due to the circumstance that Easter came a week 
later last year. Women’s coats and dresses have been moving 
so slowly that prices have been marked down drastically since 
Easter. Our excess of merchandise exports over imports widened 
in February to $281 million. Our foreign trade gap for Febru- 
ary last year was $478 million, compared with ts 9 $128 mil- 
lion in January of this year. Britain's adverse foreign trade 
balance in the first quarter approximated $196 million, against 
$176 million a year earlier. It is estimated that a near record 
number of more than 300,000 American tourists will spend a 
record $220 million while visiting Europe this year. 








INDUSTRY—The Commerce Department reports that divi- 
dends, personal incomes and business activity rose to new all- 
time highs in the first quarter, and is making appropriate up- 
ward revisions in its earlier estimates of capital expenditures 


(Please turn to the following page) 
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Latest Previous Pre- 
Wkor Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | Mar. 1.16 1.04 1.24 1.55 (Continued from page 163) 
Cumulative from mid-1940__ Mar. 394.2 393.0 379.6 13.8 
FEDERAL GROSS DEBT—$b Apr. 19 2555 2554 251.4 52 | for this year. Expanding Federal deficit 
- spending and organized labor's insatiable 
MONEY SUPPLY—$b demands may be feeding a new inflation 
Demand Deposits—94 Centers. Apr. 12 46.5 46.0 45.2 26.1 spiral, but a recent contraseasonal sag in 
Currency in Circulation... | Apr. 19 27.0 27.1 27.4 10.7 our weekly business index suggests that the 
BANK DEBITS—13-Week Avge. post-strike business rebound has about 
New York City—$b aauns | Aped? 8.96 9.04 8.42 4.26 | spent its force, for the time being at least. 
93 Other Centers—$b..0- | Apr. 12 12.79 12.86 12.38 7.60 . . 
PERSONAL INCOMES—$b (cd2) Feb. 222 221 214 102 pe eyeing ae I et ra 
Salaries and Wages Feb. 139 139 139 66 ee ee ee ets ne 
Proprietors’ Incomes....___ Feb. 44 47 47 23 sonar toe plete rete te 
Interest and Dividends__ Feb. 17 17 17 10 
Transfer Payments......__ Feb. 22 18 12 3 Though steel ingot production has ex- 
(INCOME FROM AGRICULTURE) Feb. 19 19 23 10 panded to a new all-time high, less than 
POPULATION—m (e) (cb) Mar. 151.0 150.8 148.3 133.8 | "ormal seasonal improvement in several 
Non-Institutional, Age 14 & Over. | Mar. 110.4 110.3 109.3 101.8 other components of our Business Index 
Labor Force ae 63.0 630 623 «57.5 | caused it to sag about 1!/2% during the 
Military Mar. 136137 —«149_—t.a9 | fortnight ended Apel 16, thereby narrow- 
Civilian... | Mar. 61.7 616608 ~—88.6 | ing to 6.7%, the margin of increase over a 
Unemployed ...- | Maar. 4.1 4.7 3.2 3.8 | year ago. : - ; 
SS | ne Mar. 57.5 57.0 57.6 51.8 
In Agriculture... | Mar 6.6 6.3 1.4 8.0 Mr. Leon H. Keyserling, acting Chairman 
Non-Farm _...._______..__. | Mar. 50.9 50.7 50.2 43.8 | of the Council of Economic Advisers to the 
At Work_________-_____. | Mar. 49.2 48.8 48.7 43.2, | President, announced that the nation’s 
Weekly Hours.____.. Sere avs Mar. 41.2 41.1 41.3 42.0 physical output of goods and services (the 
Man-Hours Weekly—b.... Mar. 2.03 2.01 2.01 1.82 Gross National Product, adjusted for 
EMPLOYEES, Non-Farm—m (Ib) Feb 41.7 42.2 43.1 37.8 | changes in the price level) reached a new 
Sinner | Feb. 5.7 5.8 5.7 4.8 | all-time high during the first quarter. Our 
oe, a A ee ee 115 11.5 12.1 11.7 readers were apprised of this six weeks ago 
Weekly Hours... Feb. 39.7 39.7 39.5 40.4 | when our own weekly Business Index (which 
Hourly Wage (cents). Feb. 142.0 141.9 140.5 77.3 presents the Gross National Product on a 
Weekly Wage ($).-_....-_.._ | Feb. 56.37 $3.33 «$5.20 «31.23 | constant dollar basis) climbed to a new all- 
PRICES—Wholesale (Ib2) Apr. 18 152.2 152.1 156.6 92.5 — high, a e * 
Retail (cdib)_-_—=— Feb. 183.3 183.8 189.2 1162 
COST OF LIVING (Ib3) Feb. 166.5 166.9 169.0 100.2 manne te se ene 
ae. 1948 1960 199.7 113.1. | March climbed to $1.5 billion—18%/, above 
Clothing ._.. ae 184.8 185.0 195.1 113.8 | 2 Year ago and largest for any month - 
“ea Feb. 1228 1226 ~«41199~—-107@._—~|| Fecord. Non-farm dwelling starts in March 
= a | numbered 110,000 units—60% more than 
RETA TRADE —$b a year ago and the largest number for any 
Retail Store Sales (ed) Mar 10.92 9.28 10.53 4.72 | month in history. Dwelling starts during the 
Durable Goods... Mar 3.64 3.05 3.28 1.07 | first quarter — 270,000 units — were also 
Non-Durable Goods Mar 7.28 6.23 7.25 3.65 | 60% above a year ago and largest on rec- 
Dep't Store Sales (mrb)...._...._ | Mar. 0.75 0.59 0.75 0.42 | ord. So great is the demand for building 
Retail Sales Credit, End Mo. (rb2).... | Feb. 9.44 9.68 7.48 5.46 | materials that future buyers of these boom- 
MANUFACTURERS’ time dwellings are going to voice loud com- 
New Orders—$b(cd) Total... | Feb. 18.2 18.6 16.5 14.6 | plaints over the amount of green lumber 
Durable Goods... | Feb. 8.0 8.4 6.7 7.1 | that is being substituted behind the backs 
Non-Durable Goods... «| Feb. 10.2 10.2 9.8 7.5 | of Government inspectors. 
Shipments—$b(cd)—Total _____ | Feb. 17.0 17.4 17.5 8.3 . ki . 
Durable Goods Feb. 7.1 7.3 7.4 4.1 
Non-Durable Goods....___ __.. | Feb. 9.9 10.1 10.1 4.2 Passenger Cars produced in March 
BUSINESS INVENTORIES, End Mo. numbered 470,000—16% more than a year 
Total—$b (cd) Feb. 54.2 53.8 58.8 28.6 |ago and largest for any month on record. 
Manufacturers’ | Feb. 31.2 31.3 34.6 16.4 | Settlement of the Chrysler strike is expected 
Wholesalers’... ———— Feb. 9.2 9.1 9.2 4.! | to lift output above the weekly high of 153,- 
th ap ee re 7 o sa 8 val 000 sence last July. Meanwhile used car 
ee ee ren Ee ; ““_ | sales are booming at rising prices. 
BUSINESS ACTIVITY—1—pc Apr. 15 168.0 169.6 160.3 141.8 
(M. W. S.)—!—np._ Apr. 15 196.0 197.8 183.8 1465 a * s 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor* 

INDUSTRIAL PROD.—1—np (rb) Feb. 180 183 189 174 Manufacturers’ Unfilled Orders have 
Mining Feb. 118 130 149 133 picked up sharply this year. Backlogs for 
Durable Goous Min) Reb: 207 209 226 220 durable goods at the end of February were 
Non-Durable Goods Mfr... Feb. 179 179 173 151 9%, above December, though still 16%, 

CARLOADINGS—t—Total Apr. 15 707 700 766 833 smaller than a year earlier. For non-dura- 
Manufactures & Miscellaneous Apr. 15 353 345 344 379 bles, February backlogs were 16%, above 
Mdse. L. C. Lb Apr. 15 85 87 95 156 December and 19%, larger than last year. 
Grain Apr. 15 39 39 43 ce] 

a * . 

ELEC. POWER Output (Kw.H.) m Apr. 15 5,865 5,898 5,343 3,267 

SOFT COAL, Prod. (st) m Apr. 15 11.3 11.5 11.6 10.8 With construction activity, automobile 
Cumulative from Jan. |---| Apr. 15 119 108 153 446 production and demand for other heavy 
Stocks, End Mo Feb. 24.5 37.1 68.8 61.8 goods zooming along at record pace, the 

PETROLEUM—(bbls.) m growing scarcity of steel and non-ferrous 
Crude Ovipst, Daily___ | Apr. 15 5.0 5.0 5.0 4.1 | Metals is hardly surprising. Zinc shipments 
Gasoline Stocks Apr. 15 133 135 126 86 in March were the largest in over a year, 
Fuel Oil Stocks Apr. 15 40 40 59 94 bringing supplies down to the lowest level 
Heating Oil Stocks Apr. 15 37 38 49 55 since April, 1949. The price has shot up to 

LUMBER, Prod. (bd. ft.) m al ™ ™ ” be chee athe) Raine ee rer 
Stocks, End Mo. (bd. ft.) b....._ | Feb. 7.0 7.0 7.5 12.6 conth, Mic shigumabeommiiie eaaal ta 

STEEL INGOT PROD. (st) m Mar. 7.44 = 6.79 8.18 6.96 | three years, with producers’ stocks dropping 
Cumulative from Jan. || Maar 22.2 14.7 24.1 74.7 to only a fortnight’'s supply, lowest in five 

naman aemeiemnuiiae years. Even lead has gone up !/, cent, to 
AWARDS—$m (en) Apr. 20 186 178 107 94 10%. 

Cumulative from Jan. |__| Apr. 20 3,261 3,075 2,313 5,692 . * as 
MISCELLANEOUS ° . 
Paperboard, New Orders (st)t............. Apr. 15 171 244 145 165 we pie age he pi 
U. S. Newsprint Consumption (st)t.... | Mar. 515 432 476 352 d sail h g PPly 
Do., Stocks (mpt), End Month Mar. 576 612 655 523 emand situation is reviving the grey mar- 
Natural Rubber Consumption (It}t.. | Feb. 56.6 60.0 46.3 54.3 | ket in certain scarce Steel products for 
Do., Synthetic ..... ; Feb. 31.7 34.0 34.9 0.5 which some users are paying substantial 
Pneumatic Casings Production—m.... | Feb. 6.7 6.8 5.9 4.0 premiums for prompt delivery. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 


adjusted Index (1935-39—100). 


Ib—Labor Bureau. Ib2—Labor Bureau (1926—I00). 


lb3—Labor Bureau (1935—1!00). 


lt—Long Tons. m— 


Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
sation for Population growth. pe—Per Capita Basis. rhb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 


st—Short Tons. t—Thousands. *—1941; 


November, 


or Week ended December 6. 
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No. of 1950 Indexes —————— (Nov. 14, 1936 Cl.—100) High Low Apr. 15 Apr. 22 
Issues (1925 Close—100) High Low Apr. 15 Apr. 22 100 HIGH PRICED STOCKS... 91.56 86.35 91.05 91.16 
325 COMBINED AVERAGE ___ 148.1 134.7. 145.2 -—«:148.1B_ | 100 LOW PRICED STOCKS... 180.06 151.88 172.95  180.06B 
4 Agricultural Implements __.. 207.5 188.5 190.5 196.0 5 Investmenr Trusts __. 75.9 71.0 75.90 75.9 
10 Aircraft (1927 Cl—100)..._ 213.7 170.8 211.1 213.3 3 Liquor (1927 Cl. —100) pen _ 897.6 808.6 859.7 897.6C 
6 Air Lines (1934 Cl—100). 527.1 451.7 501.8 505.2 11 Machinery eareeey | 145.4 153.5 159.1B 
7 Amusement 104.4 91.5 91.5a 94.3 3 (Maw Ordee ES 105.4 108.7 109.6 
10 Automobile Accessories 223.4 195.6 214.0 223.4B 3 Meat Packing . = See 85.9 88.0 98.0B 
12 Automobiles _.___. 35.3 28.5 32.5 35.3B 12 Metals, Miscellaneous ____ 160.4 139.9 148.3 160.4B 
3 Baking (1926 Cl_—100).... 23.3 19.8 21.7 19.8a 4 Paper 42.9 39.5 42.9B 42.2 
3 Business Machines 2765 253.4 269.9 266.6 30 Petroleuaw _~ 263.2 241.8 261.8 262.0 
2 Bus Lines (1926 Cl.—100).... 176.6 153.0 175.6 176.6D 27 Public Utilities 153.8 141.0 151.6 149.9 
S Chemica 282.9 256.4 282.90 282.4 5 Radio & TV (1927 cl—100).. 35.3 18.1 32.9 35.3D 
3 Coal Mining __. 14.3 12.3 12.34 12.7 9 Railroad Equipment _....... 50.7 43.9 44.8 44.8 
4 Communication —. 61.6 41.9 57.3 61.6D 74 Reiveods 2 22.3 24.5 24.8 
? Constroction ORS 61.0 62.9 62.5 3 Realty 33.2 30.8 32.4 32.1 
COURS oe 309.0 319.5 327.2B 3 Shipbuilding ___. 155.1 139.7 155.1D 150.3 
9 Copper '& Gras. 902 80.3 85.7 90.2 3 Sot ONnee 2 oe _ 391.6 338.2 360.8 372.0 
2 Dairy Products 782 71.2 77.5 76.6 15 Steel & Iron — 109.8 96.1 104.5 109.8B 
5 Department Stores ... 61.2 56.6 57.0 57.4 3 Sugar 53.6 49.0 50.3 49.8 
6 Drugs & Toilet Articles_____ 204.6 185.2 201.2 204.6C 2 Sulphur 352.1 319.5 346.9 352.1U 
2 Finance Companies == 352.1 319.9 340.6 338.3 5 Textiles 139.9 119.9 125.8 130.1 
7 Food Brands __ 180.9 174.5 174.5a 175.0 3 Tires & Rubber. 38.2 32.0 37.6 37.1 
2 Food Stores . amenities SECO 93.4 104.4 100.5 6 Tobacco 88.2 83.3 84.5 83.34 
SS BONN 8 etic ose 78.8 69.0 75.2 76.9 2 Variety Stores _. 352.3 342.6 352.3D 349.2 
4 Gold Mining scm Pade 642.6 663.3 642.6a 19 Unclassified (1949, Cl. —100) 106.4 100.0 106.4 105.6 
New HIGH since: A—1949; B—1948; C—1947; D—1946. a—New LOW this year. 
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Trend of Commodities 





Commodity price indexes advanced to new 1950 highs dur- 
ing the fortnight ended April 22. Among the 14 components of 
our raw materials spot price index, rubber, hides and wool de- 
clined; silk, crude oil and pig iron held stationary; while the 
remaining eight commodities closed higher. The Agriculture 
Department predicts a wheat carryover from this year's crop 
of 450 million bushels as of next July 1—143 million more than 
last year, despite damage from drought and insects. Wet 
weather is delaying preparations for corn planting and dam- 
aging some oats already planted. Unfavorable weather con- 
ditions and a high rate of consumption help to account for 
strength in cotton prices during the past few weeks. Daily aver- 
age cotton consumption in March, though 5%, below February, 
was 24°/, ahead of March last year. The drop in total acres 


planted to the chief crops this year may amount to only 10.5 
million, against the Government's requested withdrawal of 30 
million acres. Only 6% fewer acres than last year will be 
planted to corn. The Government had asked for a 13% slash. 
Wheat acreage this year will be close to the 14% cut re- 
quested; but—the best wheat land is being retained so that the 
crop this year may be a little larger than last year's. Private 
grain storage people are charging that the Government ma 
force them out of business before long. The Government will 
soon own nearly half the nation’s off-the-farm grain storing 
facilities, more + He ten times what it owned a year ago. Com- 
munist-controlled Manchuria is offering shelled walnuts, duty 
08 at San Francisco for less than half the domestic price. 
orthwestern walnut growers are not enthused about it. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Apr.24 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ___ 250.9 248.0 247.9 248.8 246.8 244.7 156.9 
253.2 251.0 249.3 257.8 253.6 250.5 157.3 
249.4 246.1 246.4 243.1 242.5 241.0 156.6 


11 Imported Commodities 
17 Domestic Commodities 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 
High _...... 139.6 161.5 164.0 958 85.7 78.3 65.8 93.8 
Low ______ 134.2 134.9 1264 93.6 74.3 61.6 57.5 64.7 
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Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
Apr.24 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture _ 312.1 308.5 306.1 300.2 291.9 285.7 163.9 
12 Foodstuffs 316.2 311.8 310.2 308.0 300.1 279.7 169.2 
16 Raw Industrials ____._ 222.3 219.2 220.0 222.4 223.8 232.0 148.2 


COMMODITY FUTURES INDEX 
JAN. = FEB. MAR. — APR. 


AAS 


DOW-JONES 
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COMMODITIES INDEX 



































Average 1924-26 equals 100 


1950 1949 1947 1945 1941 1939 1938 1937 


High ........ 140.68 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
Low 131.21 122.45 117.14 93.90 55.45 46.59 45.03 52.03 
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Keeping A breast of Judustial 


¢ and Company PT a 





The proven efficiency and economy of microwave 
relay systems for communications have broadened the 
market potentials of Phileo Corporation for this inter- 
esting equipment that operates at wave lengths shorter 
than a cigarette. In time, use of these systems may 
replace pole-and-line communications, as the equip- 
ment can handle a number of simultaneous telephone 
conversations. Recently the company received an 
order from Humble Pipe Line Co. to install a 400-mile 
system of the kind, as well as another from the Santa 
Fe Railway for one of its important divisions. 


Highlighting the worldwide interest in television, 
Mexico’s first telecasting station is scheduled to go 
on the air in Mexico City this summer. The trans- 
mitter, associated studio and mobile pickup units are 
being supplied by Radio Corporation of America. The 
new station will be located in the 20-story National 
Lottery Building. In addition to studios, rehearsal 
halls, scenery storage space and offices, provisions 
have been made for a large auditorium to be used for 
televising concerts and stage plays. 


A new method of feeding open hearth steel fur- 
naces with scrap metal and other materials, the first 
major improvement since 1885, has been announced 
by Armco Steel Corporation. The revolutionary de- 
velopment has drawn the attention of steel industry 
engineers all over the nation. Standard practice has 
been to move long lines of scrap-laden buggies to the 
furnaces on tracks, in the process blocking off nearby 
furnaces to the detriment of production rates. The 
new plan uses a system of hydraulic lifts that elevate 
the cars or buggies from the scrap yard to position 
where needed in the plant. By the end of this year, 
Armco expects to have in operation its first scrap- 
hoist charging system in its East Works and esti- 
mates that charging time will be reduced by about 
half compared with formerly. 


On April 25, a new refinery owned two-thirds by the 
Gulf Oil Corporation, and one-third by The Texas 
Company was put into operation at Puerto La Cruz, 
Venezuela. The new plant has a daily capacity of 
30,000 barrels and will produce gasoline, furnace oil, 
diesel fuel and heavy fuel oil for sale in world markets. 


State highway weight restrictions on trucks have 
created such serious problems that White Motor Car 
Company announces steps to “diet” their newest 
models. By turning to aluminum for wheels, the com- 
pany engineers have saved 370 pounds on a ten-wheel 
over-the-road tractor truck, besides using aluminum 
for weight saving in axles. On some models as much 
as a thousand pounds has been shaved off by the use 
of aluminum, with a plus value coming from the 
wearing quality of the lighter metal. By eliminating 
afew frills here and there and taking considerable 
poundage off the White Super Power engine, still 
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further progress has been made to meet the highway 
requirements and yet permit a truck to carry an in- 
creased payload. 


E. I. du Pont de Nemours & Company have devised 
an effective way to publicize their “Alathon” poly- 
thene resins during the National Packaging Exposi- 
tion in Chicago. Lake Michigan water will be wrapped 
in souvenir paper pouches to demonstrate the water- 
proofness of paper when coated with one of the resins. 
The pouches will be lined with “Alathon” and filled 
with water from a similarly treated paper bag, then 
sealed with a home-type heat sealer. By the method 
employed, attention will be called to the growing use 
of the resins for paper packaging in the food and 
chemical industries. 


The election of John Cowles, president of the Minne- 
apolis Star and Tribune Company, as trustee of the 
Ford Foundation, adds another outstanding person- 
ality to the already strong composition of this promi- 
nent institution. Mr. Cowles’ experience in educational 
and publishing fields has been broad, as he is also 
Chairman of the Board of the Des Moines Register 
and Tribune Company and of Cowles Magazines, Inc., 
publishers of “Look,” “Quick” and “Flair.” Addition- 
ally, he is a member of the Board of Overseers of Har- 
vard University, and a trustee of Philips Exeter 
Academy, Carleton College and of the Gardner Cowles 
Foundation. 


An electronic humidity controller with amazing 
sensitivity has been developed by the research engi- 
neers of Minneapolis-Honeywell Regulator Company. 
The new control, known as the Time Modulation ther- 
mostat, can measure the vaporization of a half-table- 
spoon of water in an average size living room. It actu- 
ally can react to the moisture in a teardrop, and its 
response to humidity changes is about ten times as 
fast as previous controllers. 


New improvements in the blending of “cold” syn- 
thetic rubber and chemicals will give the motorist 
from 1500 to 2000 more mileage on his car tires, ac- 
cording to spokesmen for the United States Rubber 
Company at a recent meeting of the American Chem- 
ical Society. Under the present blending technique, 
carbon black, a powerful reinforcing agent, is mixed 
dry with rubber in powerful masticating equipment. 
The new “masterbatch” process consists of blending 
carbon black in water with rubber in a latex form and 
the compound is then changed with salt and acid 
solutions to a dry rubber with extraordinary strength 
that promises to extend tire life by as much as 7%. 


Research is not only responsible for the develop- 
ment of new products but also for discovering new 
uses for them. Geon plastic, for example, a product of 
B. F. Goodrich Chemical Company, is the base of some 
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new tennis court tape introduced by a manufacturer 
for the first time in the United States. Ordinary cot- 
ton tapes now commonly employed will generally rot, 
stain or break in rather short time. In contrast, the 
vinyl plastic tapes are non-rotting, stay white, and 
are unaffected by water, acids or alkalies. 


Another new product that has emerged from a re- 
search laboratory is a radically different raincoat 
fabric developed by the Duplan Corporation. The ma- 
terial is woven with a nylon warp and a spun tow 
filling which is twice as water repellent as some of 
the best previous fabrics, and has been adopted as 
standard by the U. S. Air Force. Both officers and en- 
listed men are to be equipped with coats made from 
the new cloth. Washing or dry cleaning have little 
effect on its water repellent qualities. Duplan is also 
weaving the fabric into lighter weight material for 
civilian use, and as it can be dyed in brilliant colors 
it is very desirable for women’s wear. 


A $27 million joint venture by Mathieson Chemical 
Corporation and the Tennessee Gas Transmission 
Company will take form as Mathieson Hydrocarbon 
Chemical Corporation. The new company will produce 
a number of chemicals from hydrocarbons contained 
in the natural gas stream transported by Tennessee 
over its pipeline network from Texas and Louisiana 
fields to the northern and eastern markets. Over 2000 
acres of land have been purchased on the Ohio River, 
where chemical units to cost $17 million will be con- 
structed and completed by the end of 1951, to be fol- 
lowed by another elsewhere to cost about $6 million, 


Olin Industries, Inc., has announced the election of 
Robert W. Lea, president of Johns-Manville Corpora- 
tion, as a director. Mr. Lea has been with JMC since 
1939, serving as president since 1946. He is also a 
director of Curtiss-Wright Corporation, Universal 
Pictures Company and West Virginia Coal and Coke 
Corporation, and is a member of the Board of Man- 
agers of the Delaware, Lackawanna and Western 
Railroad Company. 


Now available on a national basis is a permanent, 
non-discoloring and paintable wood preserver and 
termite repellent developed by Monsanto Chemical 
Company. Sears Roebuck and Company, the first na- 
tional distributor of this chemical pentachlorophenol, 
is offering the preparation through its new midsum- 
mer catalog and 640 retail stores under the Sears 
brand name Master-Mixed. The material comes in the 
form of a 1-to-10 concentrate that may be diluted with 
recommended oils and employed for a wide range of 
purposes, such as for spraying or brushing fence 
posts, construction materials, loading platforms, deck- 
ing and roofing. 


A program of improvements in the Chicago and 
Gary, Indiana, plants of Carnegie-Illinois Steel Cor- 
poration has been announced by the parent company, 
U.S. Steel Corporation. Upon completion, the tin plate 
producing capacity of the Gary mill will be increased 
by 120,000 tons annually. To assure ample supplies 
of slab for the Gary unit, extensive improvements at 
the South Chicago slabbing mill will increase slab 
capacity to more than 1.5 million tons annually. How 
rapidly the process of tinplating has been stepped up 
by electrolysis is shown by the company’s tinning line 
that will operate at a rate of 1000 feet per minute. 
New equipment will increase the number of these 
lines to four. 
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International Business Machine’s famous and huge 
electronic “brain” now has a small brother neatly con- 
tained in two metal cases connected by a cable. Union 
Pacific Railroad has rented one of these new machines 
that is capable of solving 6000 mathematical problems 
an hour without utilizing any relays or moving parts 
in the process. It can add, subtract, multiply, divide 
and figure square roots or any combination of these or 
complete an involved equation in higher mathematics 
as speedily as it can add two and two. As an example of 
the machine’s practical efficiency, it can compute 6000 
payroll items an hour if given for each wage earner the 
hours worked, hourly rate, tax class and deductions 
for retirement, U. S. Savings bonds, medical plans, in- 
surance etc. In contrast, presently used relay type 
calculators can compute only 800 items an hour. 


Exclusive rights for the Western Hemisphere to 
manufacture, distribute and service an entirely new 
type of automatic ticket-issuing and accounting ma- 
chines for railroads, bus line and airlines have been 
acquired by Burroughs Adding Machine Company. In- 
stalled at ticket windows, the new machine will auto- 
matically print tickets from blank stocks, showing the 
date, serial number, fare, type and class of tickets, 
thus replacing the large supply of pre-printed tickets 
presently required. The device also keeps a record of 
all tickets sold and maintains running totals of fares 
in printed form which can be taken from the machine 
at any time without interfering with its operation. 


Only now officially released is some information re- 
garding an advanced model stratojet bomber for 
which Boeing Airplane Company is now tooling up in 
preparation for substantial production. In appearance 
véry similar to the two XB-47’s now in operation and 
ten others in course of construction, the new models 
will have increased range and load capacity, droppable 
wing tanks and latest radar equipment. Equipped with 
six powerful General Electric J-47 turbo-jet engines of 
more than 5200 pounds thrust each, the new airplanes 
will have over 30% more power than the XB-47 
which flew last year from Washington State to Wash- 
ington, D. C. at a record shattering average speed of 
607.8 miles per hour. The latest model is designed to 
have a maximum take-off weight of 180,000 pounds 
and to carry ten tons of bombs at a service ceiling over 
40,000 feet. 


Phileo Corporation, the leading manufacturer of 
single room air conditioners, has just announced de- 
velopment of the finest line of these devices the com- 
pany has ever offered to the public. At least ten new 
models with advanced styling are included in the line, 
offering a wide range of choice in size and selection 
for special purposes. Extremely quiet in operation, 
these new room conditioners provide cool, filtered and 
dehumified air in sultry summer weather, beside shut- 
ting off street noises and dirt. 


On the heels of the recently announced resignation 
of Arthur S. Barrows as Under Secretary, United 
States Airforce, comes news of his appointment as 
full-time consultant in merchandising and operations 
with Gamble-Skogmo, Inc. of Minneapolis. By this 
step, his new connection will get an executive with an 
unusual background of experience, for Mr. Barrows 
was formerly president of Sears Roebuck & Company, 
with which firm he was associated for 21 years prior 
to his entry into Government service. Before joining 
the Airforce, he acted as deputy director of the Eco- 
nomic Division of the U. S. Military Government in 
Germany under General Lucius Clay. 
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Pioneer in cathode-ray tube development, 
Du Mont is the largest producer of the new 
19-inch Life-size picture tube. 
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Pioneer in telecasting, the Du Mont-owned 
stations in Pittsburgh and New York were 
the first television stations to show a profit. 





Pioneer in telecasting equipment, Du Mont 
has designed and equipped many stations. 
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The Du Mont Rumson. The world’s finest 
mass-market receiver. 
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the story of TELEVISION 


is the story of 


Not 


Du Mont has been in television since 1931; and it was Du Mont’s 
development of the cathode-ray tube that pulled television out of 
the laboratory and put it into the home. Du Mont marketed 
the first home television receivers (1939); and was first on the market 
with a line of fine postwar receivers (1946); and operates the 
world’s largest television assembly plant (1949). Du Mont also operates 
a national television network. It is the one company that 
is in every phase of television, and only in television. Pioneer in 
receiver manufacture, Du Mont Telesets* are generally accepted as 


the world’s finest in performance, appearance, and dependability. 


Big-screen direct-view television 


Of course you want a big screen... but Du Mont also gives you a clear, 
sharply detailed, undistorted picture on its big screen. And every Du Mont 
also includes static-free FM radio. 

Compare Du Mont with any other. Compare clearness, brilliance, and size 
of picture. Compare tone. Compare cabinetwork. Compare full-range tuning 
for radio fans. See what you should expect of a television receiver. 


aU MON 
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Copyright 1950, Allen B. Du Mont Laboratories. Inc. 


Allen B. Du Mont Laboratories, Inc. © Home Office, 750 Bloomfield Ave., Clifton, N. J. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 
5 


Special rates upon request for those requiring additional service. 





B. F. Goodrich Company 


Please advise on recent earnings, div- 
idends and new products of B. F. Good- 
rich Company. O. M. Cumberland, Md. 


Net sales of B. F. Goodrich Com- 
pany for 1949 amounted to $387,- 
918,386 compared with $419,798,- 
703 in 1948. This indicates a de- 
cline of 7.6% in sales for the year. 

After provision for all charges, 
including taxes and depreciation 
and after providing reserves of $4 
million for increased replacement 
costs of facilities, and $1 million 
for foreign losses and other con- 
tingencies, net income amounted 
to $20,935,738, or $14.36 per share 
of common stock outstanding after 
deducting the regular $5.00 divi- 
dend on preferred shares. The cor- 
responding net income for 1948 
was $23,740,705, which amounted 
to $16.57 per common share, after 
reserves of $8 million. 

Dividends paid during the year 
were $5.00 per share on preferred 
stock, and $5.50 per share on the 
common stock. The latter amount 
included an additional dividend of 
$1.50 at the year-end. 

The company redeemed on 
March 3, 1950, 100,000 shares of 
its $5.00 preferred stock. 

By the end of 1949, the com- 
pany’s Tubeless Puncture-Sealing 
tire was available for sale to motor- 
ists in six districts which service 
19% of the vehicles in the United 
States. It is expected that this tire 
will be available to all the motor- 
ists in the country during the last 
half of 1950. 
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A new thermosetting resin type 
adhesive, effective in bonding cer- 
tain other materials to metal was 
developed. Present application in 
the bonding of brake lining to 
brake-shoes without the use of 
rivets doubles the life of brake lin- 
ings. 

The new plant in Akron expand- 
ing and improving the manufac- 
ture of rubber belting will be com- 
pleted and in operation during the 
last half of 1950. 

Company started production in 
its new general chemical plant at 
Avon Lake, Ohio, in 1949 and had 
completed conversion of equipment 
for production of 30,000 long tons 
a year of “cold rubber” by the 
“continuous” process at the Port 
Neches, Texas, plant owned by the 
Government. This material, re- 
presenting the most important re- 
cent advance in man-made rubber, 
is a development on which the B. F. 
Goodrich Company did the basic 
work and filed patent applications 
before Pearl Harbor. 

Reflecting the 12% increase in 
sales for the March 1950 quarter 
over the same period a year ago, 
net income also bettered a year 
ago. 


Fairchild Engine & Airplane 
Corporation 
Please furnish data on Fairchild En- 
gine & Airplane Corp. as to order back- 
log, sales volume, net income and work- 
ing capital. J. A. Akron, Ohio 
Sales of Fairchild Engine & 
Airplane Corporation for 1949 
totaled $48,101,453 and this com- 





pares with $30,473,976 in 1948. 
Net income last year was $1,575,- 
328, equal to 67¢ per common 
share, compared with $1,211,568, 
or 52¢ per share in 1948. 

Unfilled orders at the year-end 
were $80,100,000. Net working 
capital on December 31, 1949 had 
increased to $14,687,043 as against 
$12,705,948 for 1948. 

The company is now operating 
primarily as a military contractor. 
Military contracts are not for 
standard types of airplanes, mis- 
siles or engines, but fulfill highly 
specialized needs of the various 
military services. The company 
has an established position in the 
fields of cargo aircraft, atomic 
energy for flight, guided missiles, 
missile guiding systems, airplane 
air-conditioning and pressuriza- 
tion, and missile engines, indus- 
trial mobilization planning and bi- 
metallic bonding. 

A management reorganization 
became effective last year follow- 
ing the election of a new board of 
directors on July 13 by an over- 
whelming vote of the stockholders. 
The changes affected the principal 
corporate officers only. 

A dividend of 35¢ per share was 
paid in 1949. 

Gamble-Skogmo, Inc. 

I understand that Gamble-Skogmo, 
Inc. lost money last year. Will you please 
give the reasons for this loss? How many 
retail stores does the company operate? 

C. M. Bethlehem, Pa. 

Net sales of Gamble-Skogmo, 
Inc. last year were $123,778,454 
and this was a decline from the 
1948 sales of $152,371,416. A net 
loss of $287,176 was shown for 
1949, compared with earnings of 
$3,788,566 in 1948, equivalent to 
$1.47 per share. 

The reasons for the decline in 
sales and net revenues in 1949 
were as follows: Early in the year, 
inventories were sizable and since 
commodity prices were declining, 
the company considered it prudent 
to reduce inventories and pay off 
bank loans. The purchase of many 
slow moving items ceased, and 
many of the discontinued items on 

(Please turn to page 178) 
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Gas storage holder 
with capacity of 17 
million cubic feet “on aE 227 

was completed and. 4 Zig ue 
ploced in operation: reo — 
in 1949 at Point 





Richmond. se, : 
a ear = <—s FF 
Cresta Dam across Feather erage an 
ihee, water is diverted to operate Cresta Power 
aoe or. House down stream. Completed in 1949, these 
River, 168,900 horse- facilities add 100,536 horsepower to system 
power, began opera- capacity. 






tion eorly in 1950. 


===] PACIFIC GAS AND ELECTRIC COMPANY | 
my Highlights of the Year's Operations... 1949 /) 


& BY iii Gross operating revenues established a new record of $217,225,000. B 
> Eorly in 1949 @ second =P he increase over the previous year was $12,983,000, or 6.4% : 


—-_ <"Se fre 
horsepower, wos 
placed is opera- = Sales of both electricity and gas reached new peaks, electricity 
yao dhol 7 increasing 13% and gas 2%. Sales of electricity totaled 10,172,- 

petaaia 000,000 kilowatt-hours, and sales of gas 166,178,000,000 cu. ft. ert Say 





> Service was extended to 113,655 new customers. At the year-end 
Fy 2,259,215 customers were being supplied in all branches of our operations. 


eS 
Construction expenditures totaled $192,480,000 as the Company reached the 
Section of “SUPER INCH" peak of its six-year postwar expansion program. 


pipe line under construction to 
transport Texas and 
New Mexico gas es 
into Northern —= 
Colifornia. Construction started on a 34-inch pipe line to transport Texas and New Mexico. _ 


gas into Northern California—the largest diameter pipe line ever built for high- =* 
pressure transmission of natural gas. 


SS 
New securities with a par value of $136,010,025 were issued and successfully 
marketed to carry forward our postwar expansion program. 


There was a gain of 6,208 in the number of those participating in ownership of the 
Company. At the year-end, the Company had 160,467 stockholders of record. 


Moss Landing steam 
electric generating Pi} 
plant under construc- 
tion on Monterey Bay. 
Capacity 402,144 
horsepower. 


rates, totaling $4,000,000 a year, effective November 28, 1949—our first 
increase in gas rates in twenty-nine years. 


Tg The California Public Utilities Commission granted an increase in gas 


In October the Company made application for an increase of 6% in electric 
rates, or $8,820,000 a year. It was granted effective April 15, 1950, and is the 
first increase in our electric rates since 1920. 


Conical @asiaiitaam Net earnings for the common stock were $2.10 per share, based on average shares out- 
peer gal ge standing. The increases in rates, together with better operating efficiencies, continued 


1951. business growth and prospects for more normal precipitation, are expected to raise 
earnings to more satisfactory levels in 1950. 


President 


PACIFIC GAS AND ELECTRIC COMPANY iin tomcsco: curomaa 


A copy of our 1949 Annual Report to Stockholders will be supplied upon request to E. J. Beckett, Treasurer. 
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Increasing Competition 
in the Liquors 














(Continued from page 151) 


the company’s own plants. Accord- 
ingly, costs rose disproportion- 
ately to sales with the result that 
margins narrowed. 

An increase in aged spirits has 
enabled the company to reverse 
this trend this year. Net income 
in the six months ended January 
31 rose to $2.59 a share from $2.26 
in the first half of last year, sug- 
gesting that profits for the year 
ended next July may approach $5 
a share, against $3.96 in 1949. 
Continuation of such improvement 
would raise hope of further divi- 
dend generosity. Payments are 
being made currently at the rate 
of 30 cents quarterly, subject to 
15 per cent non-resident taxes. An 
annual rate of perhaps $1.50 a 
share would appear a reasonable 
hope now that costs appear to be 
declining. 

Schenley Industries ranks sec- 
ond in size in sales with a total of 
$462 million reported for the fiscal 
year ended August 31, 1949, 
against $460 million in the preced- 
ing year. After excise taxes, net 
sales were reported at $203.5 mil- 
lion last year, against $196.7 mil- 
lion in 1948. This company’s oper- 
ations are more diversified than its 
principal competitors, for Schen- 
ley has important wine production 
and owns the widely known Blatz 
brewery of Milwaukee. Keen com- 
petition in blended whiskies has 
found reflection in a greater-than- 
average decline in this company’s 
sales in recent years. 


Decline in Net 


Net profit dropped to $6.73 a 
share for the 1949 fiscal year from 
$8.20 in 1948 and from the 1946 
record of $13.58 a share. Earnings 
are coutinuing in a downtrend 
this year, with results in the No- 
vember quarter dropping to $2.42 
a share from $3.30 in the previous 
year and for the first six months 
to $3.02 from $4.77 a share in the 
corresponding period of last year. 
Organizational changes have 
raised hopes of amore satisfactory 
showing for the remainder of the 
year, and net profit may approach 
$4.50 a share for the current fiscal 
year. Dividends have been paid 
for several years at the current $2 
annual rate, and maintenance of 
distributions on this basis would 
appear warranted. 


i722 


National Distillers Products 
ranks close to Schenley in whiskey 
sales with volume for 1949 (calen- 
dar year) at $362.4 million, 
against $351.6 million in 1948. 
Eliminating excise taxes, net sales 
increased last year to $181.2 mil- 
lion from $172.7 million in the 
previous year. National is re- 
garded as the leading producer of 
“straights” for which a good de- 
mand is evident. Aggressive pro- 
motion of blended whiskies re- 
cently has been undertaken. 

Net profit declined last year to 
$3.03 a share from $3.37 in 1948 
and from a peak of $5.01 a share 
in 1946. Conservative management 
has maintained a strong financial 
position and sales activities ap- 
pear to have been well managed. 
Despite keener competition in 
blends and the threat of a tapering 
in profit margins on “straights,” 
earnings this year may be ex- 
pected to compare favorably with 
1949 results. The $2 annual divi- 
dend, which has been maintained 
since the 8-for-1 split in 1946, ap- 
pears to be adequately covered un- 
less competition should become 
more disturbing than at present. 

The other member of the so- 
called “big-four” in the industry is 
Hiram Walker - Gooderham & 
Worts, Ltd., which has maintained 
a strong competitive position with 
a comparatively few but widely 
esteemed brands. Sales declined 
moderately last year to $294 mil- 
lion for the fiscal year ended 
August 31 from $310 million in 
1948. After taking out taxes, net 
sales amounted to $110.3 million 
last year and $111.4 million in 


Earnings stood up well last year 
at $8.19 a share, against $8.62 in 
1948 and are showing moderate 
improvement in the current fiscal 
year. For the first six months 
ended February, net profit came to 
$4.90 a share, against $4.73 in the 
first half of last year. At this rate, 
earnings for 1950 may compare 
favorably with record results of 
1948. This trend has enabled the 
company to take steps to strength- 
en in financial position through 
repayment of almost $17 million 
debentures May 1. Adoption of a 
more liberal dividend policy than 
the 60 cents quarterly rate in effect 
for almost a year would seem a 
reasonable hope. 

Shares of leading distillers have 
participated to some extent in the 
stock market’s advance in the last 
year, but prices are well below 
1946 peaks and the group has at- 
tracted comparatively little public 
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interest. Although the industry is 
regarded with disfavor by some 
investors, chiefly for personal rea- 
sons, the stocks are thoroughly 
seasoned and have appeal for those 
willing to assume ordinary risks 
involved. 





Movie Outlook Continues 
Obscure 





(Continued from page 157) 


favor. In the absence of pro forma 
figures it is impractical to appraise 
earnings potentials or dividend 
prospects as yet for either the new 
picture company or the theater 
chain. A favorable factor for the 
latter, though, will be that the 
chain will be reduced in size to 
comprise a string of almost exclu- 
sively first-run theaters in popu- 
lous centers throughout the coun- 
try. 

Despite a decline in theater at- 
tendance, Twentieth Century-Fox 
experienced a relatively satisfac- 
tory year in 1949 and is expected 
to progress in the current year. 
Net earnings of $4.28 per share 
last year were virtually the same 
as in 1948. This company has the 
largest productive facilities in its 
field, besides controlling a large 
chain of theaters through National 
Theatres, a subsidiary. The com- 
pany’s management is so efficient 
that when its divisions are eventu- 
ally segregated, continued confi- 
dence in their operations is war- 
ranted. Pending this event, share 
holders seem well assured that 
quarterly dividends of 50 cents a 
share will be maintained. 

Loew’s, Inc., a fully integrated 
producer of films with widespread 
distribution facilities, has estab- 
lished a notable record of profitable 
operations and has paid dividends 
without interruption since 1923. In 
the fiscal year ended August 31, 
1949, earnings of $1.31 per share 
compared with $1.03 in the preced- 
ing period. Now that high-cost pic- 
tures have been largely written off 
and margins have been widened by 
reduced amortization charges, 
earnings for fiscal 1950 should rise, 
as indicated by a reported net per 
share of 97 cents for 28 weeks 
ended March 16, 1950. The strong 
trade position of Loew’s and its 
successful record improve the qual- 
ity of its shares and after segrega- 
tion of its properties, the two neW 
companies that would emerge will 
likely give a good account of them- 
selves. Meanwhile quarterly divi- 
dends of 3714 cents a share should 
be maintained. 
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“This book* 


answers your questions about 


BUSINESS PURCHASE 
INSURANCE” 
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Here AT LAST, in one handy volume of only 70 
pages, is finger-tip reference to all phases of that 
increasingly popular form of business protec. “SS 
tion — business purchase insurance. A glance at the table of 
contents at the right will show you how thoroughly the field is cov- 
ered. Deliberately written in a clear, concise style, the book is readily 
understandable to the layman. At the same time, it should prove in- 
valuable to counsel who are called upon to draft business purchase 
agreements, or to deal with the tax phases of life insurance. 


The author is Vice President and General Counsel of the National 
Life Insurance Company and a widely recognized authority on his 
chosen topic. Insistent demand for this work soon exhausted the first 
printing. This is the second edition, brought up to date with recent 
tulings and cases in point, as well as considerable matter not included 
in the original. 


* Available with our Compliments to 
LEGAL COUNSEL, TRUST OFFICERS and other responsible 
EXECUTIVES of CORPORATIONS, PARTNERSHIPS, etc. 


Write on your company letterbead to 
National Life Insurance Company, 130 State Street, Montpelier, Vermont 
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The many cross currents that 


confuse the outlook for the movie , 


industry understandably compli- 
cate market appraisals of motion 
picture shares which consequently 
have been on the cautious side, 
with the stocks lagging consider- 
ably behind the general market. 
This below average performance is 
likely to continue until appearance 
of more conclusive signs that cur- 
rent problems are well on the way 
to satisfactory solution. 





The Television Race— 
Who Will Win It? 





(Continued from page 154) 


of larger cathode ray tubes may 
moderate the contraction in mar- 
gins, because of reduced costs. 
Over the longer term the most ex- 
perienced companies in the field 
should benefit from good cost con- 


trols and find it possible gradually 
to reduce prices by simplifying cir- 
cuits and the general construction 
of their sets. The main impact on 
margins for some time to come will 
stem from heavily increased out- 
lays for advertising, as shown by 
plans of several concerns to spend 
as much as 75% more for promo- 
tion in 1950 than last year. 

In studying the various compo- 
nents of the industry, it should be 
realized that most of the concerns 
have a diversified output, ranging 
from radio to the multitude of 
products manufactured by such 
concerns as Westinghouse and 
General Electric. Although the 
latter furnish heavy competition in 
television and are prominent in its 
development, this percentage of 
their total business is relatively 
small. 

Allen B. Du Mont Laboratories, 
Inc., represents about the only 
large company in the field that con- 
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of Debt-Free Companies 
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F, pcmnag of bank loans or senior capital is a mark of distinc- 
tion for any company —an indication of conservative 
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management and strong financial standing. Stockholders in 
such debt-free companies are in the fortunate position of owning 
these businesses in entirety free from mortgages or prior claims. 
A new Report on 24 debt-free companies has just been com- 
pleted by our Staff, featuring stocks with these qualifications: 


All deflated 30% to 65% below Postwar Highs 
All Debt-Free — no Bonds or Bank Loans 

17 Have Paid Dividends for 10 to 55 Years 
Current Yields 4.5% to 10% 


The first phase of a major advance is usually featured by strength in 
higher-priced investment issues, such as has recently occurred. Then, as 
confidence grows, interest turns to lower-priced stocks. Be prepared to 
benefit by sending for this valuable Report today! 


Yours uth One Mouths “TRIAL” 


As an introductory offer, we will send this Special Report and the 5] 
Weekly UNITED Service for one full month to new readers for only 
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centrates solely on television, and 
it has expanded substantially to 
keep abreast of the industry’s 
spectacular progress. Indubitably 
this concern will share fully in the 
prospective growth of video; it 


manufactures both  telecasting 
equipment and receiving sets and 
operates one of the major telecast- 
ing networks. The company’s ac- 
tivities in research have been out- 
standing, and are well coordinated 
with those of the motion picture 
industry, since Paramount Pic- 
tures Corporation has a sizable fi- 
nancial interest in Du Mont. Indic- 
ative of Du Mont’s dynamic growth 
has been a fourfold expansion in 
sales within three years, with a 
substantial uptrend continuing in 
the first ten weeks of 1950. Net 
earnings of $1.49 per share in 1949 
compared with 28 cents in 1947 and 
$1.29 in 1948. 


Radio Corporation of America 
has maintained a leading role in 
television, as well as in radio and 
phonograph manufacture, besides 
having an important subsidiary in 
National Broadcasting Company. 
These elements contribute to a 
well rounded picture in television 
activities, including all their prom- 
ise and current handicaps. RCA 
seems sure to maintain its domi- 
nant position in the industry, al- 
though the current sharply ad- 
vanced prices of its shares may 
have quite adequately discounted 
foreseeable earnings prospects. 

Admiral Corporation that ranked 
far down the line in prewar as a 
radio manufacturer, has forged 
spectacularly ahead in the televi- 
sion industry, and in set produc- 
tion is challenging the established 
leaders. Under last year’s favor- 
able conditions, volume rose 65% 
and net earnings soared even more 
rapidly to $4.12 a share from $1.82. 
In the first quarter of 1950 earn- 
ings of $2.08 per share compared 
with 77 cents a year earlier, reflect- 
ing greatly increased output and 
sales. The earnings of Motorola, 
Inc., have also trended upward in 
a scarcely less significant spurt. In 
contrast, however, the drag of re- 
duced radio sales or of other diver- 
sified output last year lowered 
earnings of a good many other 
firms despite improved results 
from their television divisions. 


Phileco Corporation’s long and 
very extensive experience in the 
radio field and its strongly en- 
trenched trade position, should 
benefit its progress with television. 
A diversified output of refriger- 
ators, freezers, ranges and air con- 
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ditioners should aid in stabilizing 
volume over the long term. The 
company not only has the know- 
how to keep abreast in the develop- 
ment of video but ample facilities 
and working capital as well. As 
yet, Philco has not reported first 
quarter of 1950 results, but has 
hinted that earnings may establish 
a record high for the initial three 
months, and incoming orders sug- 
gest that volume this year may ex- 
ceed $250 million compared with 
$214.8 million in 1949. 

Television parts makers manu- 
facturing such components as 
tubes, cabinets, condensers and re- 
sistors have benefitted broadly 
from a record demand, and cur- 
rently their output is running 
about double that of a year earlier. 
So many tubes are used in video 
sets that replacement demand 
alone should be a stabilizing influ- 
ence in this branch of the industry ; 
as many as half a million replace- 
ment tubes may be needed this 
year, aside from about 450,000 
monthly for new sets. 

We are certain that our readers 
will find unusual interest in study- 
ing the appended statistical table 
listing 17 concerns identified with 
the television industry, though 
some only partly or indirectly. 
Aside from a few spectacular earn- 
ings gains last year, the data pre- 
sented reveals only moderate im- 
provement by some of the stronger 
concerns, and actual declines in 
some instances. Granted that 1950 
will bring somewhat more encour- 
aging earnings to the group as a 
whole, the uniformly sharp ad- 
vance in shares prices from their 
1949-50 lows seems quite excessive 
in the majority of cases as far as 
the discounting of more immediate 
prospects are concerned. 

Current yields here and there 
may be moderately improved this 
year from the significantly low 
levels indicated by our table, but 
even so will hardly match those of 
many sound shares in other indus- 
tries. In other words, the buyer of 
video shares at current prices in 
most cases is paying a heavy 
premium for prospective future 
growth. 

Above all, it should be realized 
that once the current boom in tele- 
vision subsides, the more strongly 
situated concerns will provide com- 
petition likely to eliminate many 
others from the field or reduce 
their stature and earning capacity 
substantially. Furthermore, the 
Survivors may retain a substantial 
proportion of earnings to carry on 
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their growth, thus dividend poli- 
cies may likely be conservative. 
After studying the broad, picture, 
it seems probable that in due 
course a shakeout in television 
shares may occur, in which event 
investors desiring to include the 
most promising equities in this di- 
vision will have an opportunity to 
pick and choose more advantage- 
ously. 





Greater Productivity 
— From Modernization 
— From Expansion 





(Continued from page 135) 
earlier this year predicted a vol- 
ume drop to $295 million from 
$350 million last year, reflecting a 
reduction in business levels gener- 
ally and farm income specifically. 
Greater efficiency resulting from 
new facilities explains why any 
profit decline is expected to remain 
nominal. Doubtless there are other 
such cases, as study of 1950 earn- 
ings reports will reveal. This trend 
already became evident last year. 
To the extent that it will help sta- 
bilize corporate earnings in the 
face of fluctuating sales volume, it 


can become an important invest- 
ment consideration. 





For Profit and Income 





(Continued from page 161) 


However, stocks cannot be prop- 
erly appraised on price alone. For 
instance, a man’s suit may be a 
good buy at $75, while another 
suit, because of inferior quality, 
might be over-priced at $40. How 
high are stocks in relation to stock 
values? In terms of average cur- 
rent earnings per share, stocks are 
much cheaper than they were at 
the 1946 high, moderately dearer 
than they were at the 1948 high. 
In terms of net working capital, 
they are moderately cheaper than 
at either the 1946 or 1948 highs. 
However, the writer prefers divi- 
dend return as probably the best 
single measure of value. In terms 
of average current percentage 
yield, fair-to-good industrials are 
very much cheaper than they were 
at the 1946 high, or at the 1948 
high. In short, there is a statistical 
case for higher stock prices. Un- 
fortunately, the matter is not that 
simple. Statistics have only a par- 
tial bearing. To a much greater ex- 
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tent, stock prices are determined 
by what people think, hope and 
fear — by “psychology.” One can- 
not have much conviction as to 
where the market may be three 
months or six months hence, be- 
cause “psychology” cannot be pro- 
jected very far with any real as- 
surance. 





What are We Going 
To Do About 
Strategic Spain? 





(Continued from page 145) 


often fixed by arbitrary officials 
in the Ministry of Commerce in 
conjunction with the Money In- 
stitute. It happens that,.for the 
very same commodity one firm is 
obtaining an exchange rate 
amounting, for example, to 50 
pesetas to the £, while his next- 
door competitor may obtain as 
much as 150 pesetas because he 
succeeded in finding the right 
contact and the right person to 
submit his case to the officials 
who fix the cambio.” 

As will be seen from our tables, 
we bought from Spain in 1949 
about $25 million worth of goods, 
or about $10 million less than in 
1948. In both years, canned olives 
and olive oil accounted for some 
60 per cent of the total trade, the 
remainder consisting of wines, 
cork, sardines, metal alloys 
(tungsten ore), and spices. 

As to our 1949 exports to 
Spain, they reached $50 million, 
and were thus $25 million higher 
—by exactly the amount of the 
Chase National Bank loan—than 
the imports. As will be seen, more 
than half of the Chase Bank loan 
went into purchases of cotton 
(previously Spain was buying 
cotton in Brazil and Egypt) ; for 
the remainder was bought wheat, 





&) 


and vegetable oils (cottonseed 
oil). The purchases here of 
petroleum products and motor 
vehicles fell off. 

What about the future? Should 
we let the Franco Regime stew in 
its own juice and hope that a fur- 
ther deterioration of economic 
conditions will start the General- 
issimo transforming Spain into a 
democracy similar to our own? 
Or should we rush and grant 
loans right and left — partly to 
get rid of our surpluses — and 
hope for the best? 

Neither course would be right. 
In following the first one, we 
would run the risk of losing 
Spain to the East. In following 
the second course, we would cer- 
tainly like to have a say as to 
how the money is to be spent. 
Moreover, unless Spain reorgan- 
izes her currency and liberalizes 
her present trade regulations, 
there would not be any hope of 
long-lasting benefit to Spanish- 
American trade. 

What we are now doing is 
probably the best policy: Re- 
establishment of a more normal 
political and economic relation- 
ship; helping out with a small 
loan here and there; encouraging 
the private entrepreneur in Spain 
by acquainting him with Ameri- 
can “know-how” and, above all, 
encouraging moves toward the re- 
form of agriculture and_ the 
liquidation of illiteracy. 

At the same time, we ought to 
realize that General Franco, who 
was made the lifetime Chief of 
State back in 1947, is here to 
stay, perhaps in the long run, for 
the good of Spain as well as the 
rest of the Western World. Who 
knows what the alternative to the 
Franco Regime would be, in view 
of the lack of education and in 
view of the violence of the 
Spanish character. A great ma- 
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CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on 
April 19, 1950, declared a regular quarterly dividend of 
one dollar ($1.00) per share on its $10 par value Common 
stock, payable June 12, 1950, to stockholders of record 
as of the close of business May 12, 1950. 

To assure prompt receipt of the dividend, stockholders 
should notify the Company, at its office, 60 Wall Street, 
New York 5, N. Y., of any change of address, giving both 


the old and new addresses. 


W. ALTON JONES, President 
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jority of the Spaniards would be 
in no mood for a change, were it 
not for the steadily declining 
standard of living and seeming 
lack of hope for improvement, 
“Better the devil we know than 
the one we don’t,” runs an old 
Spanish proverb, which may well 
be also applicable to the West’s 
relation with Franco. 

The generalissimo is, of course, 
not a young man any more, and 
like the “man in the Kremlin” he 
must have given some thought to 
the problem of succession. The 
eventual ending of the present 
military dictatorship and _ the 
handing over of the Government 
reins to a consitutional monarchy 
is generally thought to be in his 
mind. Meanwhile, short of re. 
establishing a more democratic 
regime, the best service he can 
render his country is to prepare 
it for a democratic regime in the 
future and to continue with long- 
overdue social and economic re- 
forms. 

That a shift in the U.S. attitude 
towards Spain may be under way 
is seen in the latest developments. 
While the Senate rejected a pro- 
posal to lend Spain $50 million 
under the foreign aid program, the 
Administration has invited the 
country, in effect, to apply for a 
regular loan from the Export-In- 
port Bank. 





Trends in First Quarter 
Reports 





(Continued from page 139) 


pany in January and February 
was strongly reflected in the com- 
pany’s first quarter earnings. Net 
income of 20 cents a share for the 
period was mainly earned in 
March and compared with 66 cents 
a share in the first three months 
of 1949 and 54 cents in the Decem- 
ber quarter. A combination of un- 
usual conditions adversely affected 
this prominent manufacturer 0! 
industrial equipment, including 
held-up orders because of the steel 
strike, temporary fuel shortages 
and alteration of facilities that 
handicapped production. As a re- 
sult of these factors, shipments In 
the March quarter declined to 
$11.2 million or 35% less than m 
the same 1949 period, thus pinch- 
ing margins rather severely. In- 
coming orders in the first three 
months, though, improved sub- 
stantially, increasing the com 
pany’s backlog orders to $22 mil- 
lion and holding promise of higher 
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activity for the rest of 1950. The 
management expects increased 
volume and earnings in the second 
quarter and probably also in the 
last half of the year. 


In contrast to suddenly curtailed 
demand for textiles early in 1949, 
an increased amount of incoming 
orders late in the year built up 
backlogs for numerous textile pro- 
ducers in the forepart of 1950. 
First quarter volume of $53 mil- 
lion of Celanese Corporation, for 
example, closely matched the $53.6 
million reported for the December 
quarter and compared with $47 
million and $26.6 million for last 
year’s March and June periods re- 
spectively. Thus whereas the com- 
pany reported a deficit of 11 cents 
a Share in the 1949 June quarter, 
it now has earned $1.65 per share 
in the first three months of 1950 
or slightly more than in the De- 
cember quarter when volume was 
a bit higher. Sales of yarn are still 
on allocation, with production for 
April completely sold and bookings 
for May coming in strongly. 


American Woolen 


In the woolen division of the 
textile industry, on the other hand, 
conditions were quite unsatisfac- 
tory in the first quarter. A re- 
ported volume of $27 million in the 
period by American Woolen Com- 
pany contrasted discouragingly 
with $40.8 million a year earlier, 
and indeed was smaller than in any 
of the 1949 quarters except for 
June. After allowing for preferred 
dividends, a deficit of 3 cents a 
ae resulted for the common 
stock. 


How sensitive the earnings of 
this dominant producer of woolen 
goods are to variations in sales is 
shown by a deficit of 89 cents a 
share on volume of $25.9 million 
In the 1949 June quarter, com- 
pared with a profit of $1.25 on 
sales of $40.8 million in the first 
three months of last year. The 
modest deficit in the recent quarter 
of 1950 indicates some progress 
towards better cost control and an 
apparently lower break-even point, 
but the company still has much to 
cope with in facing high operating 
expenses, record costs of wool and 


Increased competition from other 
fabrics. 


_As stated early in our discus- 
Sion, the earnings experience of 
concerns in the steel industry in 
the first quarter was diverse, 
though many of the larger units at 
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this writing have not yet issued 
their interim reports. The March 
quarter net of Armco Steel Cor- 
poration, a leading producer of 
sheets and stainless steel, rose 
rather sharply to $2.99 per share, 
almost 50% higher than in the 
best quarter of 1949. While figures 
on recent volume are not yet avail- 
able, the company apparently was 
favorably situated to maintain 
production during the coal strike. 
Continental Steel Corporation, a 
smaller concern forced to report a 
deficit in the December quarter 
due to radically lower sales of only 
$2.7 million, forged rapidly ahead 
after the turn of the year by push- 
ing volume for the March quarter 
up to $8.6 million and per share 
earnings up to $1.68, both well 
above any of the preceding four 
quarters. 


‘Big Steel’’ 


Main interest in the steel indus- 
try of course centers on the report 
of U. S. Steel Corporation. While 
net sales of Big Steel in the first 
three months of 1950 amounted to 
$634.7 million, this was $30 mil- 
lion less than a year earlier. Had 
it not been for price increases of 
an average of $3.82 a ton in De- 
cember, the March quarter vol- 
ume would have been somewhat 
smaller. In the face of difficulties 
created by the coal strike, though, 


the company operated at an aver- 
age of 94.5% of ingot capacity in 
the first quarter and since then, 
the ratio has risen further. 


Furthermore, despite the fact 
that approximately one quarter of 
the estimated annual cost of $78 
million for pensions was charged 
against earnings, net income for 
the period in relation to sales was 
7.8% compared with 7.5% in the 
corresponding quarter of 1949. 
Thus in reflection of improved cost 
controls, net earnings of $1.64 per 
share came very close to the $1.67 
reported for the first three months 
of last year. In the first quarter, 
the company spent $38 million for 
improvement of facilities, lifting 
total postwar expenditures to $913 
million. The management antici- 
pates further progress in the sec- 
ond quarter but cautions that de- 
mand for steel may lessen some- 
what in the second half year. 


Earnings of Westinghouse Elec- 
tric Corporation in the first quar- 
ter were reported as 87 cents per 
share compared with 79 cents in 
the related period of 1949, al- 
though net sales of $223.9 million 
were about $2.7 million smaller 
than a year earlier. Total sales of 
the company’s appliance division 
topped $40 million in the three 
months, exceeding earlier expec- 
tations by a wide mark. Produc- 
tion in this division is being main- 
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payable June 24, 1950, to stockholders 
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tained at the highest rate in the 
company’s history, as demand for 
television sets, refrigerators, elec- 
tric irons, etc., continues at record 
levels. Activity in the heavy equip- 
ment division is also heavy, and 
backlog orders assure large scale 
production for more than a year 
to come. 


It is interesting to note that the 
experienced management of West- 
inghouse Electric, however, has 
cautioned stockholders that while 
the outlook is exceptionally bright 
for the long pull, some recession in 
activity after mid-year should cre- 
ate no surprise. The conservative 
feeling was expressed that 1950 
may not be quite as good a year 
for Westinghouse as was 1949, al- 
though it may not be far behind. 
Looking further ahead, Gwilym A. 
Price, president, pointed out as 
constructive factors the nation- 
wide production of capital goods, 
now running at a rate more than 
double the 1935-39 average, and 
that physical output of consumer 
durable goods is comparably 
higher by 80%. 





Stockholder and Worker 
Partnership 





(Continued from page 137) 


It is of course quite natural for 
the wage bill to exceed by a con- 
siderable margin the amount of 
dividends paid, for the workers 
after all are those who produce 
the goods, the sale of which cre- 
ates profits. It is no more than 
fair that they be adequately paid 
for their labor, and for their con- 
tribution to the “community of 
interests” which a corporation 
represents. The important thing 
is that the contribution of all 
parties must be seen in the proper 
light, and properly evaluated and 
recognized. That is, neither labor 
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nor Government should claim 
more than a fair share of the 
profits of business. If they do, 
profits will shrink and soon there 
will be no more profits to claim. 
Venture capital will simply be 
driven out. There is no point in 
risking one’s savings merely to 
have the fruits of such venturing 
virtually confiscated, and _ be 
called exploiter and profiteer to 
boot. 


The Worker-Stockholder 


A good way of bringing home 
these truths to the worker is to 
have him become a stockholder, 
and corporations should neglect 
no opportunity to swell the ranks 
of their stockholder-workers, for 
ownership of stock makes for in- 
creased personal interest in the 
business, for better appreciation 
of management problems, for bet- 
ter understanding of the need of 
stockholders to get a fair return 
on their investment. And when 
it comes to urging worker- 
ownership of stock, it is just as 
well for management to lead. 


No company can expect to en- 
courage its employees to invest in 
its stock unless management is 
willing to do likewise, and unless 
it has established a_ successful 
record. It is up to the corpora- 
tions to be good salesmen of the 
values of free competitive enter- 
prise. There is no denying, that 
the appeal to employee stock- 
holders of income supplementing 
their wages, both deriving from 
their own skill and activity, is 
practical and highly educational, 
an antidote to radicalism and a 
strong instrument for promoting 
realistic knowledge of the way 
competitive enterprise works for 
the benefit of workers as well as 
the nation at large. 


Right now, there is a great 
deal of anxiety about the prospect 
of mounting unemployment, the 
result of our growing population 
which, it is estimated, will pro- 
duce a normal influx into the 
labor market of some 700,000 
newcomers seeking jobs each and 
every year. To provide such jobs 
requires a growing economy ; they 
have to be developed by expand- 
ing business and industrial fa- 
cilities. 

The cost of equipping for each 
new job varies considerably 
among different industries, but 
on an average it has been esti- 
mated to cost somewhere between 
$8,000 and $12,000 to provide the 


facilities and tools for each 
worker. That means that Ameri- 
can business must find investment 
or venture capital amounting to 
700,000 times an average of $10,- 
000, or a total of $7 billion, just 
to provide the new jobs needed 
every single year to maintain 
nearly full employment. That’s a 
large order. 

It cannot be undertaken with- 
out the support of an understand. 
ing and cooperative Government, 
and without constructive support 
of labor which has the greatest 
stake in its fulfillment. There 
must be unity and cooperation 
among the partnership of man- 
agement, labor and Government, 
and there must be fullest appre. 
ciation of the basic role which 
venture capital —stockholders— 
is to play in such an immense 
undertaking. 

If venture capital is to carry 
out its job-making function, it 
cannot be subordinated; rather 
we must promote whatever will 
help to strengthen this great job- 
making force. We cannot afford 
to place more hurdles in its path. 
This means above all that stock- 
holders be assured of adequate 
rewards for their risk, just as 
labor insists on fair wages. Both 
as to their contributions, respon- 
sibilities and rewards, there 
should be full understanding and 
a real working partnership. 





As | See It! 





(Continued from page 129) 


cannot retain their liberty and 
still be half-committed. Mr. 
Hoover’s words have done much 
to crystallize this thought in com- 
pelling fashion. The hope is that 
they may lead to actions which 
will lessen the dangers to the 
freedom-loving peoples and per: 
mit the building of a better and 
safer world. 





Answers to Inquiries 
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hand in stores and warehouses 
were sold at reduced prices which, 
in turn, influenced sales volume 
and operating results. Expenses 
could not be reduced as rapidly as 
sales declined, with result that 
operating losses were sustained. 
Moreover, a decline in sales and 
earnings was experienced genel- 
ally in the retail field last year. 





Sp 
b 
eS 
Comple 
once b 


Subscri 
tre ded 





THE MAGAZINE OF WALL STREE 


AY ¢ 





ich 
Yi- 
ent 

to 
0,- 
ust 
Jed 
ain 
$a 


ith- 
nd- 
ont, 
ort 
test 
lere 
tion 
1an- 
ent, 
pre- 
rich 
5— 
nse 


ALTY 
Feet 
ther 
will 
job- 
ford 
ath. 
0ck- 
uate 
t as 
Both 
pon- 
here 
- and 


9) 


and 
Mr. 
much 
com- 
; that 
vhich 
> the 
| per: 
r and 


———— 


S 


— 


0) 


LOUseS 
which, 
olume 
penses 
idly as 
t that 
rained. 
os and 
gene!" 
ear. 










Weighing the assets 
behind each share 


IN view of the recent action of low-priced stocks, this 
message is of special significance to all investors. 


As you know, in all primary market movements, there 
are phases when selected low-priced issues may be 
purchased with high expectations of large percentage 
profits. It is growing increasingly evident that such 
stocks may now be revitalizing their lagging tendencies 
and will outgain the general market over the balance 
of the year. 


THE INVESTMENT AND Business Forecast of The 
Magazine of Wall Street is designed to aid you as an 
investor. But, because low-priced shares have huge 
profit advantages, especially during certain times, we 
have undertaken exhaustive studies with a view to 
using equities in the lower price ranges in expanding 
the productive power of your capital. 


Now... A Complete, Supervised Program in 
low Priced Shares for Large Percentage Profits 


Low priced stocks vary just as much in quality and in 
profit and income prospects as do securities in any 
other price category. Some “cheap” stocks are not 
worth the few dollars at which they are quoted. Others 
are strong, undervalued growth situations with consid- 
erable intrinsic merit. 


Convinced of the outstanding profits that well selected 
low-priced stocks offer, THE FoRECcAST devotes a com- 
plete program to such growth companies—strategi- 
cally placed—which have realistically adjusted their 
positions to the 1950 outlook. 


Our records Research through the years shows 


show 3 to I that the 100 most active low-priced 

gains in common shares—which we have 

low-priced priced and charted weekly—out- 
shares 


stripped the general market by 
more than 3 to 1. 


Profit from New Potentials 


LOW-PRICED STOCKS 






in 





Measuring earnings 
and dividends 


Enroll Now for Our Low-Priced Stock Program 


Join our discriminating clientele now to share fully in 
our 1950 program which we believe will add sub- 
stantially to our profit record for, as opportunities 
develop, low-priced stocks of unusual promise will be 
definitely recommended. 


Every stock selected is carefully supervised. You 
are kept up-to-date on all new developments re- 
garding each company represented — and are never 
left in doubt as to the precise action to take. Specific, 
unhedged advice tells you what and when to buy and 
when to sell. In addition, your enrollment entitles you 
to consult us on your present holdings, 12 at a time, 
so your least attractive issues can be weeded out and 
the funds directed into our definite recommendations 
according to your capital and objectives. 


5 Developing ‘‘Biue Chip’’ Common Stocks 
Now Being Advised 


To enable you to diversify, THE Forecast also has a 
complete, supervised program devoted to top-grade 
common stocks for security of principal, 6% to 8% 
income, plus enhancement. 


Five of these developing “blue chip” common stocks 

.. average price 49 ... average yield 6.2% have just 
been selected and will be recommended to you as a 
Forecast subscriber. They are issues of the calibre to 
be legal for investment by estates under the recently 
enacted New York State Law ... stocks to attract heavy, 
insistent investment demand. 


New recommendations in all three of our specialized 
programs are now being considered, so your subscrip- 
tion today will enable you to participate from the time 
they are initially made. By mailing the coupon below, 
therefore, you can benefit fully from Forecast Service. 








FREE SERVICE TO JUNE I, 1950 
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Mail Coupon 


Today! 
Special Offer 


MONTHS’ 

6 SERVICE $60 
MONTHS’ 

2 monervice $100 


Complete service will start at 
once but date from June 1. 
Subscriptions to The Forecast 
we deductible for tax purposes. 


AY 6, 1950 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [J $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from June 1, 1950) 


SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: (1) $1.00 six months; (1) $2.00 ) Telegraph me collect in anticipation of 
one year in U. S. and Canada. important market turning points... when 
Special Dekvery: ©) $4.00 six months; to buy and when to sell . . . when to ex- 
af $8.00 ane year. pand or contract my position. 


Name 





Address 





City 
Your subscription shall not be assigned at 
any time without your consent. 


State 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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The firm ended 1949 with 
nothing owed to banks, with in- 
ventories $10,228,000 lower than 
at the end of 1948 and with cur- 
rent assets of $38,966,057 and cur- 
rent liabilities of $7,028,812, a 
5.54 to 1 ratio. 


The above figures are on a con- 
solidated basis and include oper- 
ating results of MacLeod’s Ltd., 
a Canadian merchandising sub- 
sidiary, and Solar Corporation, 
the manufacturing subsidiary. 


At year-end the company owned 
and operated 511 retail stores, 
seven less than a year ago, and sold 
at wholesale to 1882 authorized 
dealers, 109 dealerships more than 
in December 1948. 


The company sells broad lines 
of consumers’ goods through its 
Gamble Stores in the mid-conti- 
nent States, Gambles - Western 
Stores in the mountain and Pacific 
Coast States and Hawaii, and Mac- 
Leod Stores in Canada. 


Dividends of 60¢ per share 
were paid in 1949 and last pay- 
ment was on July 30. 


Elliott Company 


I am interested in Elliott Company. 
Please submit data on the order backlog, 
net income and dividends. 


E. D. Cincinnati, Ohio 


Elliott Company reported for 
the year ended December 31, 1949, 
net income of $3,057,141, equal 
after preferred dividend to $6.97 
per share on 415,497 shares of 
common stock outstanding at the 
end of the year. This compared 
with net income of $2,775,491 in 
1948 or $7.17 per share on 354,- 
435 shares of common stock then 
outstanding. Net sales for the year 
amounted to $26,283,076 against 
$27,315,597 in 1948. The company 
is a leading manufacturer of steam 
and gas turbines, electric genera- 
tors and motors, and other types 
of heavy industrial power plant 
equipment. 


At the year-end, total current 
assets were $16,271,954 and total 
current liabilities were $5,735,- 
413. Working capital of $10,536,- 
541 was approximately $778,000 
less than a year earlier, the decline 
representing in part the cash re- 
quired for the company’s purchase 
of the Crocker-Wheeler Division 
in September 1949. With this ac- 
quisition, Elliott Company ex- 
tended the size range of its line of 
rotating electrical equipment down 
to one horsepower. 


Orders received in 1949 were 
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$18,981,284 against $25,522,917 
in 1948. The backlog of orders on 
December 31, 1949 amounted to 
approximately $21,500,000. The 
decline in orders was attributable 
to the completion of postwar ex- 
pansion and rehabilitation pro- 
grams in many industries and the 
national decline in business during 
the year. 


Since the beginning of 1949, the 
company introduced improved 
lines of strainers, steam jet ejec- 
tors, and turbochargers and new 
lines of outdoor splashproof mo- 
tors, brake motors and totally 
enclosed fan cooled motors. 

Dividends including extras to- 
taled $1.75 a share in 1949 and 25¢ 
was paid in the first quarter of the 
current year. 


For the quarter ended March 
31, 1950, net income was $443,507, 
equal to 95¢ a share on 425,179 
shares, compared with $762,887 or 
$1.99 per share for the first quar- 
ter of 1949 on the 354,436 shares 
of common stock then outstand- 
ing. The backlog of orders on 
March 31, last, amounted to 
$19,300,000. 





Realities of Market Action 
vs. Dow Averages 
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low. Perhaps it proves nothing to 
note that our index of 325 stocks 
is 22% under its 1946 top, al- 
though total corporate earnings, 
projected at the first quarter rate, 
are about 30% greater than in 
1946, while total annual divi- 
dends are estimated at a level 
about 45% above that of 1946. 
Such figuring merely suggests 
that typical stocks are much 
cheaper than they were at the 
1946 high. You can also prove 
that stocks are even cheaper, in 
comparison with the 1929 high. 
The only thing wrong with this 
is that stocks were too high, by 
much, at the 1946 and 1929 highs. 
Proof of that is the fact that they 
“fell out of bed” from those 
peaks. We do not know what a 
“normal” market level is; but it 
stands to reason that when aver- 
age stock yields are less than 
3.5%, as at the 1946 high, prices 
must be in an abnormal zone. It 
seems to the writer that yields 
under 4.5% to 5.5% on an aver- 
age, are just not enough to com- 
pensate for the basic risk in 
equity investments in this era of 


“eold war” and of Left-of-Center 
government at Washington. How- 
ever, the market did get to a yield 
basis of a little under 5% at the 
1948 recovery high; and might do 
as well or better on this advance. 
Certainly an average yield basis 
of 5% or 514%, roughly double 
that on high-grade bonds, would 
seem nearer “normal” than 3.5% 
or less, as at major market tops 
heretofore, or than the present 
prevailing average around 6.5%. 
From this perspective, there 
might be leeway for an appre- 
ciable additional market advance. 


On the other hand, you never 
know when something out of 
Moscow—or Washington—might 
rock the boat, making all “figur- 
ing’’ on stock values more or less 
besides the point. That is one rea- 
son we have not been too enthusi- 
astic about this market advance, 
and continue to keep our fingers 
crossed. 


Generalizations Have 
Limited Usefulness 


As a final word, over-all gener- 
alizations about the market, or 
anything relating to stock values, 
have limited usefulness; and 
might even be misleading. Thus, 
on a realistic basis — excluding 
inventory profits and __ losses, 
which always cancel out over a 
period of time—total corporate 
profits last year closely approxi- 
mated those of 1948. But indus- 
tries with lower earnings ex- 
ceeded those with higher earnings 
by nearly two to one; and results 
ranged all the way between a 
gain of about 41% for auto 
makers to a fall of about 53% 
for textile and apparel makers. 
Results were highly mixed for 
the first quarter, and will be for 
the year. 


Still a Market of Stocks 


It will remain, in short, a mar- 
ket of stocks. On recent days, 
with the “average” down, a num- 
ber of stocks set new highs for the 
year or longer. On recent days, 
also, with the “average” up, 4 
number of stocks sank to new 
lows for the year or longer. To 
emphasize the wide variations 
within the market is the purpose 
of the special tabulation accom- 
panying this discussion. A care- 
fully selective, and generally con- 
servative, investment policy prob- 
ably will work out best. 


—Monday, May 1. 


THE MAGAZINE OF WALL STREET 











TW 66666 666066656066 bb ebkdbdkk Le Lee 























er 
id Hr PC OOHCHOOHOOHOOOOHOOHOHSOHHHHOHOHHOHHSHOOHHOOSSOOOOOOOOOEW 
~ * 
he 4 ° 
Jo 4 3 
e 4 . 
* li! Time ToR j 
ef ime To Reappraise |: 
Id 6 ¢ 
% | 3 : 
ps : \ 7 9 
e 
/O. e : 
re 4 ° 
re- 4 ° 
e 
fer : i ; e 

of 4 . 
ht : : 
ir- ° ° A Special Invitation to 
ss | 3 | Aftertenmonthsofmarketadvance |: sais 2 
neg ° « responsible investors 

e 

j e J . 
Sl- ° $ with $30,000 or more in 
ce, : e 
a1'S ° : investment funds. 

He COCCCOOOOOCO OOOOH O OSE OHOOTOOOOOOO OOO OEOOO OO OOO SOOO 
] he advance in the market from June, 1949, up to date. has drastically 
er- : gy rie 

pee changed the status and further potentialities of many securities — some 
es, have hecome amply priced — others are still undervalued. 
ind 
Us, *% How carefully have you studied the 1949 financial and income statements 
in o ; , ate 
a -—— and the new 1950 first quarter earnings reports — of the companies in 

’ . . . . ry . . 
r a which your capital is committed? Have you weighed the effects of wage and 
way pension costs. intensified competition, currency devaluations. demand 
lus- trends? 
eX- . . . . . 
ngs *®& Many uncertain investors merely hold their positions unchanged and hope 
alts for the best — but a “do nothing” policy can be most costly in the highly 
5 | 
1a : : aes : ; Ah 
ate selective market ahead. If your capital is important to you now is the time 
3% to take intelligent action. 
ers. 
* Asa first step toward placing and keeping your account on a sound basis, 
or eae ane ‘ 
we invite you to submit a list of your holdings to us for a confidential, pre- 
liminary analysis — if your investment funds are worth $30.000 or more. 
*% Without obligation our staff will prepare a report pointing out your least 
1ar- attractive holdings and tell you why to sell them. Valuable comments will 
ays. : a - : - 
oe be offered on your diversification, income and prospects for capital appre- 
the ciation. You will be told how our counsel could help you and an exact 
ge annual fee will be quoted. 
"9 
new * ° one aaa - 

To Merely send us a full list of your securities, giving the size of your com- 
ions mitments, your buying prices and your objectives. All information will 
ase: be held in strict confidence. 
are 


cor Investment Management Service 


ad Backed by 42 Years of Successful Service to Investors 
ry 1. 


NINETY BROAD STREET New Yorn 4, New York 























Every Television Set Today { 
reveals the influence of 


PHILCO LEADERSHIP in 
Research and Engineering 


HILCO has invested many millions 

of dollars and more than 20 years 
of research in the field of television. 
In both reception and transmission, 
developments from the Philco labora- 
tories have become the standard for the 
industry. The most recent of these were 
introduced in 1949 and have already 
affected the design of all television 


receivers you see today. 


The “Wide-Screen” Picture 





Introduced by Philco early in 1949, the 
“‘Wide-Screen’’ picture brought to television 
the biggest possible undistorted picture on 
every tube size, increasing the image by 20% 
to 25%. It was the first major step to bring 
bigger, properly proportioned pictures to the 
public at no increase in price. This Philco 
development has now become the standard 
of the industry. 


The Electronic 
Built-In Aerial 


After a long program of research, Philco 
revolutionized television with the Electronic 
Built-In Aerial System that can be tuned and 
matched to all 12 channels. In up to 8 out 
of 10 locations, no aerial needed on the roof 
or on the set . . . no extra cost for installa- 
tion . . . just plug in and play. 


By Actual Test It 
Outperforms All Others 
by As Much As 3 to 1 
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While the whole industry quickly followed 
Philco’s lead, nothing has yet approached 
the performance of the Philco Electronic 
Built-In Aerial. Repeated field tests prove 
that it gives satisfactory reception on many 
channels and locations where other built-in 
aerials fail . . . that it outperforms all others by 
as much as 3 to 1. 


The 3-Speed Automatic 
Record Changer 


It was Philco that developed the origin 
pickup for LP Microgroove records. Ang 
again, it was Philco that produced the auto 
matic record changer that does full justi 
to those records. It plays up to 5 hours a 
continuous music with the finest tone evd 
achieved from records. It is a vital feat 
of superior quality in Philco  televisio 
combinations. 


Quality at Low Cost 


At the turn of the year, Philco led t 
industry again in bringing greater values 
television. It introduced the first nationa 
known 12% inch receiver at less than $2 
and set a new standard of value for quali 
television. Public acceptance was so imme( 
ate that it has become the largest selli 
television receiver on the market. 

Thus in television, as in radio, Philco 
search and engineering are a driving fof 
for true progress in the industry, bringi 
to the American public constantly grea 
value, better performance, finer quality . 
for less money! 


PHILCO for ’50... Quality First! 








